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COMMON-PLACE  FALLACIES  CONCERNING 

MONEY. 


Few  questions  have  been  so  frequently  discussed  by  competent  writers 
as  that  of  money  and  currency;  and,  at  the  same  time,  there  is  no 
other  subject  on  which  opinions  so  diverge.  A^s  Mr.  Bonamy  Price, 
Professor  at  the  University  of  Oxford,  states  it,  “It  may  almost  be  said 
that  every  man  contradicts  every  other  man  about  money,  about  what 
money  is  and  what  it  is  not,  what  it  can  and  what  it  cannot  do.  In  no 
other  subject  which  occupies  the  thoughts  of  men  does  anything 
approaching  the  same  disorder  exist.”  (“Practical  Political  Economy,” 
p.  360.)  I hope,  therefore,  I shall  not  be  accused  of  presumption  if  I 
endeavour  to  point  out  that  many  of  the  principles  put  forward  by 
the  deductive  school  of  political  economy,  and  accepted  by  the  English 
public  as  being  evident  truths  and  clear  axioms,  are  in  reality  demon- 
strable errors,  and  in  total  contradiction  to  facts  and  events  of  daily 
occurrence.  I will  examine  some  of  these  axioms  as  they  have  been 
formulated  by  writers  of  well-deserved  authority,  and  who  may  be 
taken  best  to  express  the  generally  accepted  ideas. 

The  point  which,  I think,  first  needs  to  be  elucidated  is  the 
following : — Is  there  an  advantage  in  a community’s  possessing  more 
or  less  money,  or,  rather,  more  or  less  of  what  may  be  styled  monetary 
metal?  It  is  known  that  the  upholders  of  “ the  mercantile  system ” 
believed  the  principal  riches  of  a nation  to  consist  in  the  amount  of 
precious  metal  it  possessed.  Everything,  they  urge,  must  therefore  be 
done  to  increase  that  amount ; and,  to  that  end,  a favourable  balance 
must  be  created  by  stimulating  exportations,  and  also  by  impeding,  as 
much  as  possible,  the  importation  of  merchandise,  so  as  to  force 
foreigners  to  pay  the  difference  of  the  commercial  balance  in  precious 
metal.  These  notions,  however,  were  early  contested  in  England.  In 
the  year  1682,  Petty  maintained  that  it  was  an  advantage  to  export 
coin,  when  goods  of  a greater  value  were  secured  from  foreign 
countries  in  exchange  for  it  ( “ Quantulumcunque  concerning  Money”). 
Again,  North,  in  1691,  says  that  a fortune  in  coin  is  no  gain,  as  coin 
in  itself  is  unproductive  : therefore,  no  State  should  feel  uneasy  about 
its  provisions  of  gold  or  silver.  A rich  country,  he  observes,  will 
never  lack  either  (“Discourse  upon  Trade,”  11.  17).  Berkeley 
assumes  that  a greater  error  cannot  exist  than  that  of  estimating  the 
wealth  of  a State  by  the  quantity  of  gold  or  silver  in  its  possession 
(“Querist,”  1735).  If  we  turn  to  the  father  of  the  Physiocratic 
School,  Quesnay,  he  labours  to  prove  that  it  is  impossible  exportation 
can  ever  permanently  and  absolutely  exceed  importation  ; for,  he  says. 
Every  purchase  is  a sale,  and  every  sale  a purchase'^'  (“Dialogues  sur 
le  Commerce”).  Finally,  Adam  Smith,  in  his  treatise,  completely  over- 
threw the  mercantile  doctrine,  and  moulded  into  definite  shape  the 
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ideas  w iich.  liave  remaiiied  current  from  liis  day  until  tlie  present  time. 
But  tho  case  might  even  be  put  more  strongly.  J.  B.  Say  considers 
the  ex]  ortation  of  coin  as  still  more  advantageous  than  that  of  any 
other  n erchandise,  for  he  alleges  it  is  the  value  of  coin  "which  consti- 
tutes ii  s utility,  and  the  value  of  what  coin  remains  in  the  country 
increas  js  in  proportion  to  the  amount  exported.  I borrow  from  Mr. 
Bonam  ^ Price  a statement  of  the  opinion  prevailing  at  the  present 
time  01  this  subject.  It  is  couched  in  the  most  definite  terms,  and 

may  be  summarized  as  briefly.  ... 

Pro  Eessor  Price  first  lays  down  that  money  is  indispensable  amongst 

civilize  I nations.  It  serves  as  a means  of  exchange,  and  is  the  common 
measur  3 of  values ; but  it  is  quite  useless  to  accumulate  more  of  h th^ 
is  nece.'  sary  for  this  end.  Gold  is  merchandise,  and  is  only  to  be  ob- 
tained by  the  exchange  of  other  merchandise  of  equal  value  in  its 
stead.  In  this  exchange,  the  person  who  receives  the  precious  metal 
is  no  b )tter  off  than  the  one  who  receives  the  commodities.  It  is  there- 
fore al  surd  to  believe  that  a nation  gains  when  what  is  called  the 
“ comn  ercial  balance”  is  in  her  favour  ; that  is  to  say,  when  she  has  an 
excess  if  exportation,  and  foreign  countries  are  obliged  to  pay  her  by 
a consi  ^nment  of  precious  metals.  Gold  brings  no  advantage  to  the 
person  possessing  it,  except  at  the  moment  when  he  parts  with  it,  to 
purchase  an  object  he  can  consume,  or  in  some  way  enjoy. 

Coi  1 is  a tool,  a machine,  a vehicle  of  intercliange,  like  a ship  or  a 
waggo  1.  It  is  a means,  not  an  end  ; it  transfers  possessions  and  the 
right  cf  property,  just  as  a van  transports  bales.  Who  would  think  of 
accuini  ilating  waggons  in  liis  sheds  solely  for  the  satisfaction  of  feeling 
that  h(  possessed  them?  Why,  then,  was  so  much  joy  exhibited  on  the 
arrival  of  bullion  from  California  ? It  did  not  increase  the  wealth  of 
Englai  d to  the  amount  of  one  single  pound  sterling,  for  she  paid  for 
it  all,  with  her  produce,  value  for  value.  Would  agriculturists  raise 
shouts  of  joy  if  it  were  announced  to  them  that  a whole  cargo  of 
plougl  s had  been  imported?  At  a given  moment,  a country  requires  a 
certain  quantity  of  cash  to  accomplish  exchanges,  but  all  in  e^ess  of 
that  q lantity  is  useless,  and  is  even  burdensome  ; for  gold,  when  re- 
mainii  g inactive,  eats  its  own  interest.  It  is  a noticeable  fact  that  the 
farthei  ■ a country  has  advanced  economically,  th(i  less  requirement  it  has 
for  pr<  cious  metals.  No  country  has,  in  comparison  to  the  importance 
of  her  business  transactions,  so  little  of  it  as  England.  Less  civilized 
nation  5 have,  on  the  contrary,  a large  amount  of  gold  and  silver-— firstly, 
becauE  e they  treasure  it  up ; and  secondly,  because  a sale  is  never 
effecte i,  save  for  ready  money. 

Bu  b can  a country  suffer  through  a lack  of  cash,  diminishing  its 
econor  lie  activity  ? By  no  means ; it  is  not  with  cash  as  with  other 
necessary  instruments  of  production.  If  there  were  fewer  ploughs 
some  igricultural  land  would  remain  unploughed;  harvests  would 
dimini  ih  there,  and  the  well-being  of  the  country  would  be  affected. 
Were  :here  less  cash,  there  would  be  no  diminution  whatever  in  the 
produition  of  commodities.  Exchanges  would  be  accomplished  as 
before . either  because  credit  would  become  more  general,  or  because 
the  g<  Id  remaining  in  the  country  would  be  enhanced  in  value,  and 
would  therefore,  serve  to  transfer  the  ownership  of  a greater  quantity 
of  goo  is.  A fall  in  the  value  of  any  special  merchandise— tea,  for 


instance, — increases  the  well-being  of  a community,  for  a larger  amount 
of  it  is  consumed.  A fall  in  the  value  of  cash,  as  a result  of  its  super- 
abundance, would  be  productive  only  of  difficulties.  The  cheapness 
of  precious  metals  would  entail,  as  a necessary  consequence,  the  being 
obliged  to  tender  a heavier  weight  of  them.  Money  would  thus  be- 
come very  inconvenient  to  carry  about,  and  bank  notes  and  cheques 
would  be  largely  substituted  in  its  place. 

When,  after  a bad  harvest,  gold  is  seen  to  emigrate  abroad,  people 
get  alarmed ; doing  so  quite  unreasonably.  This  gold  brings  in  ex- 
change what  supports  our  workmen  and  labourers.  Far  from  seeing 
a calamity  in  this,  we  should  rejoice  at  it  as  a benefit  for  the  nation. 
It  is  supposed  that  a drain  of  gold  would  thus  cause  a scarceness  and 
“depreciation”  of  the  monetary  metal,  and  that  a fall  in  prices  would 
ensue  as  a natural  result.  These  are  unjustified  fears.  The  power 
and  the  value  of  gold  are  about  equal  in  all  civilized  countries,  and  the 
fall  in  prices  would  soon  bring  back  the  gold,  and  in  that  way  re- 
establish the  former  level  in  prices. 

The  language  of  our  merchants,  of  our  bankers,  of  our  financial 
papers,  is  stiU  tainted  with  mercantile  error;  they  always  speak  of 
“favourable  and  unfavourable  balances,”  “favourable  and  unfavour- 
able exchanges.”  One  would  almost  say  that  Adam  Smith  had 
published  in  vain  his  book,  “The  Wealth  of  Nations.”  The  exporta- 
tion and  importation  of  gold  are  watched  by  attentive  and,  frequently, 
by  anxious  eyes,  as  if  it  were  the  one  riches,  par  excellence.  If  we  ex- 
port much  iron  or  coal  there  are  rejoicings.  If  we  export  much  gold 
it  is  just  the  reverse : we  find  lamentations  and  fears  expressed  in 
every  financial  paper.  Whence  this  difference  of  opinion  ? Is  not 
gold  just  as  much  merchandise  as  iron  or  coal  ? Those  who  propagate 
these  ridiculous  ideas  really  deserve  to  be  buried,  as  Midas  was, 
beneath  the  gold  for  which  they  clamour  so  madly.  There  is  no 
necessity  for  uneasiness  concerning  the  circulation  of  gold;  it  will 
distribute  itself  in  different  countries,  according  to  the  needs  and 
requirements  of  each.  It  is  even  true  that  the  more  a country  imports 
gold,  the  poorer  she  becomes.  For,  says  Mr.  Price,  “ what  becomes 
of  it  ^ when  brought  in  by  an  excess  of  exports  ? So  long  as  they 
remain,  let  us  say,  in  England,  they  are  locked  in  the  Bank  of 
England’s  vaults  ; they  are  wealth  annihilated  for  the  time.  Mean- 
while, how  has  it  fared  with  England  in  respect  of  the  exports  for 
which  there  is  so  much  rejoicing.  They  consumed  a vast  amount  of 
wealth  in  making  ; food  and  clothing  for  labourers  were  used  up.  and 
all  is  gone.  What  has  England  in  return  ? Some  metal  locked  up  in 
cellars.  As  long  as  it  remains  in  England,  she  is  the  poorer  for  these 
exports.  The  wealth  returns  only  when  the  buried  gold  goes  abroad 
to  buy,  and  when  the  imports  will  exceed  the  exports,  and  the 
country  is  made  the  richer.  Imports  alone  enrich  a country,  not 
exports.  To  buy  gold  which  cannot  be  used  is  as  pure  an  impoverish- 
ment for  the  time  as  if  the  purchased  goods  had  been  given  away  for 
nothing.”'*^ 

The  above  is  a short  statement  of  what  Mr.  Bonamy  Price  teaches 
us  on  the  subject  of  currency,  summarizing,  as  clearly  as  possible, 


* “ Buying  and  Selling,”  Journal  of  the  Societ>/  of  Arts,  May  6,  1881. 
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the  doctrine  of  the  deductive  school.  Can  more  opposite  ideas  be 
conceiv  jd  than  those  existing  between  these  doctrines  of  speculative 
political  economy  and  the  language  of  the  writers  of  the  money 
market  articles  in  the  daily  and  financial  papers  ? In  spite  of  the  re- 
monstr;  ince  of  Mr.  Bonamy  Price,  aud  of  other  economists,  they  follow 
with  tl  le  greatest  attention  every  movement  of  the  precious  metals. 
When  they  flow  in  excess  towards  foreign  countries,  cries  of  alarm 
are  rais  ed ; when,  on  the  other  hand,  they  return,  or  come  in  fast, 
they  at  once  announce  prosperous  times.  It  is  sufficient  to  have  read 
the  columns  of  Economist,  the  Statist,  the  Bulhonist,^  or  the  financial 
report  in  the  Times,  or  any  other  daily  paper,  during  the  last  two 
months,  to  be  struck  by  this  strange  contradiction.  Mr.  Bonamy 
Price  a ad  all  the  orthodox  economists  tell  us  that  the  export  of  gold 
is  not  I lerely  a matter  of  indifference,  but  is  rather  a benefit ; and,  on 
the  oth  Br  hand,  the  City  say  that  the  loss  of  only  two  or  three  millions 
— a me  re  trifle,  indeed — would  agitate,  and  perhaps  upset,  the  money 
market  in  all  Europe.  Can  there  be  a more  complete  contradiction  ? 
How  s tiould  not  political  economy  lose  its  credit,  as  a science,  when 
its  statements  are  in  such  open  opposition  to  the  most  undeniable 
facts  ? Who  is  right,  and  who  is  wrong  ? 

Eco  Qomists  are  not  wrong  in  ahstracto  ; but  one  should  also  say 
that  firancial  editors  must  be  right,  for  they  grasp  economic  life  in  its 
daily  n iality.  Is  it  possible  that  merchants,  bankers,  and  writers  of 
the  ne"\  "spaper  money-market  articles  should  all  he  led  astray  by  the 
sophisii  of  “mercantilism,”  so  as  to  understand  nothing  of  the  trans- 
actions occurring  under  their  eyes  ? On  the  other  hand,  is  it  possible 
that  tl  e most  eminent  economists  should  be  completely  deceived  on 
this  su  Bject  ? We  can  allow  of  neither  hypothesis.  The  apparent 
contrac  iction  arises  from  the  fact  that  the  problem  has  been  regarded 
from  d fferent  standpoints.  It  has  been  viewed  in  the  “ static  ” con- 
dition hy  economists,  and  in  the  “ dynamic  ” aspect  by  capitalists  and 
men  of  business,  phenomena  being  looked  upon  at  a given  moment  by 
the  flr£  t as  being  at  rest,  in  their  development  and  as  in  movement  by 
the  sec  3nd.  Let  us  explain  this  : England,  for  instance,  could  easily 
effect  ill  her  exchanges  with  £80,000,000,  or  with  £40,000,000  in 
gold,  iistead  of  the  £120,000,000  she  now  employs ; for,  as  J.  B.  Say 
remarl  s,  the  value  of  gold,  as  compared  to  that  of  merchandise,  would 
increas  e as  the  quantity  of  the  former  diminishfid ; or,  in  other  words, 
the  prices,  calculated  in  money,  would  diminish  as  money  became 
scarcer . If  I have  one  shilling  instead  of  two,  it  makes  little  differ- 
ence t(  me,  if  I can  now  purchase  as  much  with  my  shilling  as  I could 
formerly  with  two.  Double,  triple,  if  you  will,  the  amount  of  precious 
metal : n a country,  that  country  will  be  none  the  richer.  The  number 
of  useful  objects  which  constitute  its  real  wealth  will  have  remained 
the  sane,  only  two  or  three  times  as  high  a price  in  money  will  be 
put  on  each  one.  All  these  are  evident  facts,  and  hitherto  the  reason- 
ing of  the  economists  is  perfectly  sound ; but  as  soon  as  we  attempt 
to  car  y these  abstract  ideas  into  practice,  they  are  completely  con- 
tradict ?d  by  facts  which  are  daily  reported  by  the  financial  papers 
accused  of  “mercantilism.”  This  is  what  we  will  next  endeavour  to 
show. 
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In  the  world  of  actual  affairs  all  contracts,  whether  for  a long  or 
short  date,  the  terms  of  loans  made  by  banks,  the  rate  of  discount— -in 
fact,  all  business — are  based  on  certain  prices  and  on  the  availability 
of  a certain  amount  of  currency,  metallic  or  fiduciary,  the  second  de- 
pendent from  the  first.  If  this  amount  of  currency,  or  the  prices  which 
it  determines,  either  increases  or  diminishes,  the  basis  of  all  business 
transactions  becomes  necessarily  modified.  This  is  the  important  fact 
that  economists  have  neglected  to  examine  in  its  consequences  ? What 
are  these  consequences  ? That  is  the  question  we  must  weigh  with  the 
greatest  attention. 

Let  us  suppose,  first,  that  money  increases  in  quantity:  what 
happens  ? Here  we  are  by  no  means  reduced  to  speculative  reasoning 
on  a hypothesis.  This  phenomenon  occurred  and  assumed  colossal 
proportions  under  our  own  eyes  subsequently  to  the  year  1850.  Com- 
pared with  the  year  1840,  the  production  of  gold  increased  tenfold 
after  the  discovery  of  the  placers  of  California  and  Australia,  and  the 
production  of  gold  and  silver  combined  is  three  times  what  it  then 
was.  The  consequences  of  this  unheard-of  change  have  beeji  per- 
fectly analyzed  in  the  well-known  work  of  Tooke  and  Newmarch, 
“ History  of  Prices.”  When  this  extraordinary  influx  of  precious 
metal  reached  Europe,  Michel  Chevalier  raised  a cry  of  alarm,  which 
Cobden  repeated,  and  which  greatly  impressed  the  different  Govern- 
ments. Prices,  it  was  commonly  said,  would  double,  and  this  would 
lead  to  profound  economic  disturbance ; gold  should,  therefore,  be  at 
once  rejected,  and  a silver  standard  adopted.  But  Newmarch  ex- 
plained that  this  danger  was  not  at  all  to  be  dreaded,  because  the 
gold,  in  arriving,  would  stimulate  fresh  economic  activity,  and  in  thus 
making  for  itself  greater  employment,  would  prevent  its  own  depre- 
ciation. What  followed  proved  that  Newmarch  was  right  and  Chevalier 
wrong.  After  some  few  years,  prices  rose  a little,  to  the  extent  of 
about  15  per  cent.,  according  to  Mr.  Jevons.  The  rise,  however,  was 
of  short  duration,  and  a fall  ensued,  although  the  total  production  of 
gold  and  silver  has  maintained  itself  at  about  £36,000,000.  Thus  the 
predictions  of  Michel  Chevalier  and  of  Cobden  were  not  bourne  out  by 
facts.  The  banker  had  made  sounder  deductions  than  the  economists. 

From  the  beginning,  the  prodigious  development  of  the  gold-pro- 
ducing countries,  California  and  Australia,  brought  fresh  stimulus  to 
the  industry  and  commerce  of  the  whole  world.  These  new  countries 
did  not  send  us  the  produce  of  their  labour  for  nothing.  For  every 
million  of  gold  received  in  Europe  an  equal  quantity  of  goods  was 
returned  to  them.  These  goods  had  to  be  made  and  transported,  and 
thus  fresh  outlets  for  labour  were  created.  This  new  opening  for 
trade  in  the  gold  countries  and  the  increased  production  in  Europe 
which  was  needful  to  supply  the  wants  arising — these  occasioned 
more  exchanges,  and  therefore  led  to  a more  extensive  employment  of 
the  precious  ores,  which  are  the  metallic  means  of  exchange  and  the 
basis  of  all  fiduciary  circulation. 

Gold  arriving  in  Europe  is  deposited  in  banks  where  it  finds  its 
prices  fixed  by  the  mints,  and  so  those  sending  it  get  immediate  re- 
muneration. This  accumulation  of  cash  of  course  leads  to  a fall  in 
the  rate  of  interest.  After  1850,  discount  fell  to  1^,  and  even  to  1 per 
cent.  A fall  in  the  rate  of  interest  stimulates  the  spirit  of  enterprise 


and  the  creation  of  new  companies  of  all  kinds,  both  at  home  and 
abroad.  The  surplus  money  must  find  employment  for  itself  some- 
where. Besides,  when  capital  can  be  obtained  at  the  moderate  rate 
of  2 or  3 per  cent.,  a great  many  undertakings  may  prosper  which 
would  i .ever  do  so  were  the  rate  of  interest  4 or  5 per  cent.  I will 
here  borrow  a very  just  comparison  made  by  Mr.  Bonamy  Price, 
when  h<  says  that  cash  is  a conveyance,  but  I draw  from  it  a totally 
opposite  conclusion. 

Wh(  n vehicles  are  plentiful  they  can  be  hired  cheap,  and,  as  a 
natural  consequence,  everybody  uses  them,  and  there  is  an  extra- 
ordinar;’  circulation.  You  see  this  at  Naples,  where  the  hire  of  a 
decent  * ;arriage  is  fivepence,  and  even  the  beggar  rolls  in  a corricolo, 
at  a per  ny.  So,  too,  when  the  monetary  mediums  of  conveyance  are 
abundai  it,  they  also  are  lent  cheap.  Circulation  is  active,  and  busi- 
ness is  “ brisk,”  as  people  say.  Certainly  the  capital  lent  and 
borrowed  is  not  in  reality  “ money.”  Capital  truly  consists  of  all  the 
materia  s requisite  and  necessary  to  production.  Still,  cash  is  the 
means  < <f  obtaining  these  materials.  It  is  with  money  that  they  are 
paid  fo]  ',  and  it  may  be  said  to  be  gold,  or  bank-notes,  cheques,  &c., 
based  u Don  gold,  which  are  necessary  for  every  exchange.  It  follows, 
therefor  3,  that,  when  gold  is  plentiful,  the  real  capital  is  easily 
brought  into  action,  and  then  production  is  developed.  As  the 
Udtnhur  jh  Review  (April,  1879)  says  very  well.  Gold  gives  wings  to 
trade. 

The  first  effect  of  an  influx  of  precious  metals  certainly  is  a fall  in 
the  rate  of  discount.  But  the  phenomenon  does  not  stop  there.  This 
fall  pro  motes  a movement  of  economic  expansion  until  the  demands 
for  capi  :al  exceed  the  disposable  quantity,  and  then  the  rate  of  dis- 
count r ses.  This  was  observable  during  the  period  of  prosperity, 
from  1853  to  1870.  The  average  rate  of  interest  was  high,  in  spite 
of  the  a bundance  of  gold,  because  the  prodigious  development  of  pro- 
duction for  which  this  period  is  noticeable  caused  an  endless  demand 
for  cap  tal.  It  was  during  this  period  that  railways  were  largely 
made  i i all  parts  of  the  habitable  globe ; canals  were  opened, 
isthmus  3s  cut,  mountains  pierced,  and  works,  factories,  and  banks 
innume  -able  started.  Mr.  Newmarch  only  gives  expression  to  general 
opinion  when  he  says  that  the  gold  of  the  placers  was  the  chief  cause 
of  this  wondrous  development. 

The  second  result  of  an  exceptional  influx  of  the  precious  nietals 
is  to  pr<  >duce  an  average  rise  in  prices.  Cash,  which  gives  facility  to 
the  cre£  tion  of  fresh  business  enterprises,  occasions  a greater  demand 
for  eve  :ything.  In  works  and  factories,  in  railways,  in  all  sorts  of 
concern?  undertaken  on  all  hands,  workmen,  and  iron,  wood,  and 
every  k nd  of  raw  material  are  wanted  in  greater  numbers  and  in 
larger  c uantities  than  previously.  The  increase  of  demand  produces 
necessa:  ily  a rise  of  prices.  This  rise  takes  place  gradually,  and  the 
result  of  it  is  to  produce  that  state  of  the  market  which  we  call 
“ brisk  ” All  who  are  engaged  in  producing  profit  by  this.  Work- 
men, b(  ing  more  sought  after,  are  better  paid ; they  consume  more  in 
the  wav  of  fuel,  food,  &c.,  and  thus  raise  the  price  of  the  articles  of 
commoi  I necessity,  which  naturally  brings  benefit  to  those  who  produce 
or  man  ifacture  them.  Manufacturers,  making  more  profit,  buy  more. 
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and  the  prices  of  the  articles  they  want  rise  in  their  turn ; and  in  tliis 
way  profit  flows  in  upon  a second  categor}^  of  manufacturers  and 
tradesmen.  The  buyer  of  raw  materials  for  the  purpose  of  their 
conversion  into  manufactured  goods  almost  invariably  gains  by  a 
general  rise  in  prices ; for  this  raw  material,  flax,  cotton,  wool,  iron, 
is  worth  more  when  resold  than  when  it  was  purchased.  The  eco- 
nomic and  commercial  world  thus  forms  one  immense  chain  of  causes 
and  effects  in  which  the  value  of  each  link  is  heightened  by  the 
activity  imparted  to  labour,  the  true  source  of  all  riches.  It  may 
even  happen  that  an  “industrial”  fall  occurs  in  the  price  of  many 
articles,  great  enough  to  counterbalance  in  the  increased  ‘ ‘ monetary 
value;”  because,  thanks  to  the  multiplication  of  fresh  enterprises 
and  the  introduction  of  better  machinery,  these  commodities  are  pro- 
duced at  a much  cheaper  rate.  These  are  the  many  favourable  results 
which  follow  on  an  influx  of  the  precious  metals. 

But,  it  will  be  said,  these  advantages  are  also  attributed  by  infla- 
tionists to  an  abundant  issue  of  paper  money  made  legal  tender. 
Doubtless  this  may  be  so ; but  the  factitious  excitement  caused  by  the 
inflation  is  dearly  bought,  as  it  rests  on  no  firm  basis,  and  is  brought 
about  by  an  abuse  of  legislative  power.  It  occasions  a depreciation  of 
the  currency,  the  degradation  of  exchanges,  and  the  permanent  dis- 
turbance of  foreign  trade  ; and,  sooner  or  later,  large  sacrifices  have  to 
be  made  in  order  to  revert  to  the  metallic  circulation.  It  is  quite 
otherwise  when  the  impulse  given  to  business  springs  from  a natural 
source — viz.,  an  increase  in  the  amount  of  precious  metal,  the  real 
basis  of  credit  and  exchanges,  and,  at  the  same  time,  the  true  equiva- 
lent of  every  value.  In  this  case,  there  is  neither  depreciation  of  cur- 
rency nor  disastrous  reaction.  All  that  could  in  any  way  occur  would 
be  a general  rise  in  prices  resulting  from  the  large  amount  of  cash 
suddenly  thrown  into  circulation  ; but,  as  we  explained,  even  this  will 
probably  not  take  place,  for  owing  to  the  number  of  business  trans- 
actions rapidly  and  permanently  increased  by  the  economic  develop- 
ment which  the  abundance  of  cash  will  have  stimulated,  money  will 
find  further  emplo}Tnent.  The  demand  for  it  will  increase  in  about  the 
same  proportion  as  the  supply.  The  precious  metals  will  lose  nothing  of 
their  powers  of  purchase,  and  prices  will  not  rise.  This  is  exactly  what 
has  occurred  since  the  year  1850.  The  average  annual  production  of 
the  precious  metals  during  the  decade  1840-1850,  was  £14,500,000. 
From  1850  to  the  present  time,  the  average  production  has  tripled, 
having  risen  to  £36,000,000  and  even  £40,000,000  annuallj’^ ; and  in 
spite  of  this,  if  prices  have  risen  for  a time  a trifle,  they  have  fallen 
again  to  about  what  they  were  formerly.  Thus,  the  extraordinary  in- 
flux of  precious  metal  which  commenced  30  years  ago,  has  been  most 
beneficial  in  increasing  economic  activity  all  over  the  world,  and  this 
great  advantage  has  been  unaccompanied  by  drawbacks  and  difficulties. 
8o  long  as  I thus  limit  myself  to  stating  ouly  undeniable  facts,  I hope 
I shall  not  be  thought  guilty  of  either  “mercantilism”  or  of  “infla- 
tionism,” I merely  give  a summary  of  Newmarch’ s chapters,*  and  he, 
I imagine,  is  not  likely  to  be  accused  of  any  such  heresies. 

* It  is  useful  to  read  with  attention  the  chapters  devoted  by  Mr.  Newmarch,  in 
Tooke’s  “History  of  Prices,”  to  the  study  of  the  effect  produced  by  the  gold  of 
California  and  Australia  during  the  period  1848-1856. 
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Let  X 8 now  examine  the  opposite  phenomenon — the  scarcity  of  cash 
— and  tr  to  ascertain  its  effects.  The  exportation  of  gold  is  a purely 
indiffere:it  matter,  says  Mr.  Bonamy  Price,  for  exchanges  are  just  as 
well  effe  jted  with  little  as  with  much  money.*  Let  us  rather  say,  writes 
J.  B.  Say,  that  the  exportation  of  cash  is  an  advantage,  for  in  exchange 
for  this  ( ash,  which  is  dead  capital,  useful  goods  are  obtained,  and  the 
money  r jmaining  in  the  country  is  rendered  more  serviceable  ; since, 
to  pay  for  the  same  number  of  articles  a less  weight  of  metal  is  given 
and  rece  ved,  according  as  its  quantity  has  diminished,  its  value  having  in- 
creased. If  these  propositions  (which,  not  long  since,  all  the  economists 
of  the  d(  ductive  school  were  fully  prepared  to  vouch  for)  be  exact,  we 
must  coi  elude  that  the  entire  business  world,  the  Bank  of  England, 
merchants,  bill-brokers,  speculators,  and  all  th(3  writers  of  financial 
articles  i n the  newspapers,  must  be  suffering  under  the  strangest  hal- 
lucinatic  ns.  All  these  authorities  affirm  that  the  crisis  which  has  so  long 
depressei  the  money  market,  and  which  becomes  just  now  more  acute, 
was  in  ^eat  part  brought  about  by  a monetary  contraction,  and 
recently  by  the  exportation  of  gold  to  America,  and  argue  that  it  be- 
came me  re  or  less  serious  as  gold  left  us  in  larger  or  smaller  quantities 
for  the  opposite  shores  of  the  Atlantic  or  for  Paris.  It  is,  of  course, 
economil  its  who  are  mistaken,  they  having  made  a superficial  analysis, 
solely  bf  sed  on  abstract  ideas.  The  study  of  the  phenomenon  must 
be  recon  sidered  by  paying  special  attention  to  facts  as  they  really  exist. 
Here,  aj  ;ain,  we  have  only  to  recollect  what  has  recently  taken  place 
beneath  our  very  eyes. 

Wh€  n gold  is  to  be  exported  it  is  taken  from  the  banks  of  issue, 
because  in  their  hands  a large  stock  is  always  to  be  found  ready  at  the 
comman  i of  all  holders  of  bank  notes  or  of  well-guaranteed  commercial 
drafts.  Then  banks,  being  compelled  to  have  sufficient  cash  in  hand 
to  guarf  ntee  the  fiduciary  circulation,  raise  the  rate  of  discount.  That 
is  exactly  what  is  now  going  on  (January,  1882).  In  a general  way  a 
rise  of  1 or  2 per  cent,  is  sufficient  to  bring  back  the  precious  metal 
by  dimi:  lishing  the  price  of  all  commodities,  shares,  debentures,  and 
stocks  ii , State  funds,  and  by  raising  the  hire  of  money ; but  sometimes 
(and  it  L as  been  noticed  that  this  happens  about  every  nine  or  ten  years) 
the  outlLow  of  bullion  induces  a sharp  crisis.  Mr.  Jevons  connects 
these  periodical  crises  with  the  spots  appearing  on  the  sun.  I have 
endeavoared,  in  a work  specially  on  this  subject,  “ Le  Marche  Mone- 
taire  de  puis  cinquante  ans,”  to  prove  that  they  are  brought  about  by 
the  age  acy  of  three  circumstances  : 1 st,  the  very  general  use  of 

“instrunents  of  credit,”  which  in  turn  causes  the  immense  mass  of 

* At  :he  close  of  his  book,  “Practical  Political  Economy,”  Mr.  B.  Price  pub- 
lishes, as  an  appendix,  his  correspondence  with  Mr.  Heniy  Gibbs,  ex-Governor  of 
the  Bank  of  England,  on  the  question  as  to  whether  the  Bank,  in  fixing  the  rate  of 
discount,  should,  as  a general  rule,  be  guided  by  the  amount  of  its  reserve  in  gold. 
Of  course , Mr.  B.  Price  is  strongly  against  this  line  of  conduct,  which  is  contrary 
to  his  theory.  Mr.  H.  Gibbs  replies  that  if  the  learned  Oxford  Professor  were 
a “practcal  man”  and  a banker,  he  would  understand  the  question  better. 
Speaking  of  the  rule  followed  by  the  Bank  of  England  in  fixing  the  rate  of  interest, 
Mr.  Gibbs,  Director  of  the  Bank,  says:  “The  efflux  and  influx  of  gold  do  take 
from  or  s dd  to  our  reserve  of  notes,  and,  therefore,  the  fall  and  rise  of  our  rate  is 
often  com  equent  upon,  but  never  directly  dependant  upon,  the  movements  of  gold.” 
— P.  549. 
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fiduciary  circulation,  notes,  cheques,  promissory  bills,  and  unpaid 
accounts,  to  rest  on  a very  small  metallic  basis  ; 2nd,  the  existence  in 
the  market  of  a great  many  term  engagements,  the  result  of  (a)  the 
multiplication  of  fresh  enterprises,  (b)  of  increased  purchases  of  goods, 
and  (c)  of  the  general  speculation  fever  which  invariably  accompanies 
a period  of  expansion  and  prosperity  ; 3rd,  and  finally,  as  decisive 
cause,  exportation  of  cash,  necessitated  either  by  bad  harvest,  as  in 
1847,  by  foreign  instruments,  as  in  1825  and  again  in  1856,  or  by  ex- 
ceptional purchases  of  certain  goods,  as  happened  after  the  cotton 
famine  in  1864.  Indeed,  whatever  may  be  the  minor  causes  which 
work  towards  a crisis,  it  is  always  determined  by  the  exportation  of 
cash,  which  induces  either  the  shrinking  or  else  the  complete  collapse 
of  credit,  which  follows  on  a sudden  and  too  high  a rise  in  discount. 
These  exportations  of  cash  are  generally  occasioned  by  some  disturb- 
ance in  the  balance  of  trade. 

Mr.  Bonamy  Price  and  other  economists  make  gentle  fun  of  the 
balance  of  trade,  and  speak  of  it  as  an  “exploded  fallacy.”  Neverthe- 
less, the  Economist  and  other  specialist  newspapers  continue  to  write 
about  it  and  to  follow  its  course  with  the  greatest  care  and  attention. 
Here,  again,  business  men  are  right.  It  is  evident  that  the  balance  of 
trade  can  no  longer  be  estimated,  as  it  was  formerly,  by  a mere  calcu- 
lation of  exported  and  imported  merchandise.  The  amount  of  money 
invested  abroad  and  the  interest  gained  upon  it  has  now  assumed 
immense  proportions,  and  this,  of  course,  modifies  the  balance,  with- 
out the  tables  of  the  Custom-House  showing  any  record  of  it.  The 
richest  countries,  England  and  France,  for  instance,  are  creditors  of 
other  countries  for  many  millions  sterling.  The  interest  of  these 
hundreds  of  millions,  represented  in  goods,  occasions  imports  to  be 
made  without  any  return  exports.  It  follows,  therefore,  that  rich 
countries  import  regularly  much  more  than  they  export,  and  this  with- 
out occasioning  any  disturbance  in  the  balance  of  trade.  Here  are  the 
figures  for  England : — 


1877  1878  1879  1880 

In  millions  sterling. 

Imports 349-41  ..  368-77  ..  362-99  ..  41P22 

Exports 252-34  ..  245-48  ..  248-78  ..  268-41 


Imports  exceeding  exports  by  97-07  ..  123-29  ..  114-21  ..  142-81 

This  excess  of  imports  naturally  includes,  besides  the  interest  of 
money  lodged  in  investments  abroad,  the  immense  sums  for  freights  of 
merchandise,  and  for  wares  of  all  kinds  which  English  vessels  trans- 
port to  all  parts  of  the  world,  and  also  the  profits  of  trade  on  the 
national  and  foreign  produce  that  English  merchants  sell  everywhere. 
The  following  is  a calculation  made  on  this  subject  by  Mr.  G-.  Medley. 
(See  his  work,  “The  Reciprocity  Craze.”) 

Profits  on  Ocean  Carrying  Trade  . . . £45,000,000 

Insurance 3,500,000 

Interest  on  Capital  in  Foreign  Trade  . . 5,000,000 

Merchants’  Profits 17,500,000 

Income  from  Foreign  Investments  . . . 55,000,000 


Total  . . £126,000,000 
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In  order  to  form  a just  estimate  of  the  real  balance  of  commerce, 
we  must  take  also  into  consideration  the  amount  of  stock  bought  or 
sold  fron  country  to  country,  frequently  for  very  large  sums,  as  it  was 
the  case  ; n the  sharp  Bourse  crisis  of  end  of  J anuary  last. 

But  if  the  state  of  things  thus  established,  with  an  excess  of  im- 
ports for  ;he  creditor  country,  be  troubled  by  the  necessity  of  completing 
fresh  for  dgn  investments,  or  by  an  exceptional  purchase  of  corn  being 
needed  £ fter  a bad  harvest,  the  result  will  be  an  unusual  exportation 
of  cash,  followed  by  a crisis  more  or  less  severe.  The  sharp  crises 
have  son  etimes  most  disastrous  consequences.  All  shares  fall  in  the 
market ; bankruptcies  may  be  counted  by  thousands ; workshops  are 
closed ; 's  '■orknien  find  themselves  without  employment,  and  want  and 
suffering  become  very  great.  It  cannot  be  maintained,  therefore,  that 
even  in  s uch  a ease  as  this,  the  exportation  of  the  precious  metals  is  a 
matter  of  indifference.  All  that  can  be  meant  is  that  its  disadvantageous 
effects  ar  3 but  transient,  commerce  and  industry  quickly  again  present- 
ing their  habitual  aspect.  Prices  rise,  and  two  or  three  years’  practice 
of  econoi  ly  suffices  to  repair  what  losses  may  have  been  sustained.  A 
fresh  pe;  iod  of  prosperity,  of  expansion  and  speculation  soon  com- 
mences, ■ rhich  generally  terminates  in  another  crisis. 

The  e Sects  of  a slow  and  steady  reduction  of  the  stock  of  money  are 
of  a diffe  rent  character.  They  come  into  operation  almost  insensibly, 
being  ub  accompanied  by  any  violent  disturbance.  Indeed,  the  cause 
of  the  e"\  il  is  usually  ignored,  or  else  disputed.  Instead  of  a burning 
fever  it  i 3 a decline  with  which  the  social  body  is  afflicted.  A crisis  of 
this  description  first  occurred  in  the  period  1816-1840,  and  it  has  been 
repeated  from  1873  to  1880.  Each  was  brought  about  by  identically 
similar  c:  rcumstances.  They  may  be  thus  specified — 1st,  insufficiency 
of  the  pi  oduction  of  the  precious  metals ; 2nd,  exceptional  demand  for 
gold.  let  us  examine  the  facts.  1st,  from  1816  to  1822,  England, 
abandoning  paper  money,  established  the  gold  standard,  and  took 
from  the  general  circulation  of  the  world  £20,000,000,  sterling.  This 
was  an  iiimense  sum  for  that  period,  for  it  corresponded  to  ten  times 
the  ther  annual  production  2nd,  the  average  annual  production 
which  V as  from  1801  to  1810,  259,000,000  francs,  fell  from  1811  to 
1820  to  i 59,000,000  fr.,  sank  still  further  to  151,000,000  fr.  from  1821 
to  1830,  and  amounted  only  to  202,000,000  fr.  in  the  period  from  1831 
to  1840.  In  the  years  following  1873,  the  United  States,  Germany, 
and  the  Scandinavian  States,  by  adopting  the  gold  standard,  absorbed 
£100,000,000  of  gold.  The  production  of  both  the  precious  metals 
taken  to  jether  has  not  decreased  ; but  silver,  being  no  longer  received 
in  any  n ints,  save  for  the  currency  in  India,  the  monetary  stock  has 
had  to  b 3 fed  by  gold  alone,  the  production  of  which  has  diminished 
by  one-  ;hird.  The  annual  influx  into  circulation  of  the  precious 
metal  hes  thus  fallen  one-half — viz.,  from  £40,000,000  to  £20,000,000. 
Added  :o  this,  during  these  last  three-and-a-half  years  America 

• Alb(  rt  Gallatin,  whose  authority  is  frequently  cited  on  these  questions,  wrote 
in  1829  : “Not  only  has  England  by  that  experiment,  in  the  face  of  the  universal 
experience,  of  mankind,  gratuitously  subjected  herself  to  actual  inconvenience,  for 
the  sake  c f adhering  to  an  abstract  principle,  but,  in  so  doing,  she  has  departed 
more  widf  ly  from  known  principles,  and  from  those  which  regiilate  a sound  metallic 
currency.” 
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has  taken  from  us  £50,000,000  of  gold.  These  three  circum- 
stances combined  have  produced  subsequently  to  1873,  as  they 
did  also  after  1816,  a monetary  contraction.  It  is  that  phenomenon 
exactly  the  reverse  of  the  expansion  after  1850,  which  has  been 
neglected  by  economists,  and  it  is  this  which  we  must  now  study. 
This  has  not  yet  been  systematically  done,  though  striking  references 
to  it  are  to  be  found  in  different  works,  notably  in  Alison’s  “England 
in  1815  and  1845;  or  a Sufficient  and  a Contracted  Money;”  in 
D.  Lube’s  “ Argument  against  one  Gold  Standard;”  * for  the  period 
1815-1836  ; and  for  the  period  following  1873  “ Report  of  the 
Monetary  Commission  of  the  Senate  of  the  United  States,  1876;” 
Dana  Horton,  “Silver  and  Gold;”  Walker,  “Money,  Trade,  and 
Industry;”  R.  Giffen,  “ The  Recent  Fall  in  Prices”  (in  the  Journal 
of  Statist.  Soc.,  March,  1879). 

In  the  case  of  a slow  monetary  contraction  crisis,  the  precious 
metals  are  not  suddenly  taken  away  from  the  banks  in  large  quan- 
tities, as  is  the  case  in  sharp  crises ; credit  is  not  shaken,  and  mone- 
tary stock  diminishes  almost  insensibly  by  the  industrial  consumption 
cf  the  precious  metals,  since  the  stock,  not  being  fed  as  usual,  does 
not  keep  up  to  the  level  of  the  growth  of  the  economic  development. 
Then  commences  an  almost  imperceptible  fall  in  prices,  spreading 
from  one  article  to  another.  The  unfortunate  consequences  of  this 
circumstance,  left  unnoticed  by  Mr.  Bonamy  Price  and  by  other 
economists,  are  as  follows  : — During  the  fall  in  prices  the  merchant 

* The  following  are  a few  passages  from  these  writings  : — “Is  there  one  man 
of  sense  and  reflection  whose  mind  is  not  sometimes  occupied,  and  whose  imagina- 
tion is  not  startled  by  the  actual  and  prospective  state  of  the  country  ? The  mone- 
tary standard  of  England  was  what  it  is  now  and  has  always  been  throughout  the 
rest  of  Europe — -silver.  Monstrous  and  incredible  delusion  ! We  are  now  told  that 
the  question  is  settled  for  ever.  But  with  a gold  standard,  circxdation  cannot 
increase : so  it  opposes  an  effectual  barrier  to  all  improvement.  By  the  gold 
standard  the  currency  has  been  reduced  below  the  point  that  would  afford  remune- 
rative prices  with  the  present  taxes.” — Argument  against  One  Gold  Standard,  D.  Lube, 
M.A.,  Trinity  College,  Dublin.  In  1832,  Lube  strongly  advocated  the  silver 
standard. 

This  is  what  Sir  Archibald  Alison  says  on  the  subject  of  monetary  contraction : 
‘ ‘ The  distress  among  the  mercantile  classes  for  years  after  the  dreadful  crisis  of 
1825,  of  the  agricultural  interest  during  the  lowering  of  prices  from  1832  to  1835, 
and  of  the  whole  community  from  1835  to  1842,  was  extreme.  The  investment  of 
capital  in  agriculture  was,  during  this  distress,  everywhere  grievously  abridged, 
and  in  many  places  totally  annihilated.  Ireland,  during  the  whole  period,  has 
been  in  a state  of  smothered  insurrection.  The  heart  sickens  at  the  evidence, 
numerous  and  incontrovertible,  which  the  Parliamentary  reports  for  the  last  ten 
years  have  accumulated  of  wide-spread  and  often  long-enduring  suffering  amongst 
the  labouring  poor  of  England.”  After  having  described  the  progress  of  this  state 
of  things  Alison  adds:  “Some  external  cause  must  therefore  have  paralyzed  and 
blighted  the  wealth  of  the  coimtry,  in  the  midst  of  such  an  increasing  growth  of  the 
national  resources.  Since  the  Peace,  the  all-important  question  arises,  what  was  it 
which  had  this  effect  ? The  answer  is,  it  was  the  contraction  of  the  currency  which 
was  mistakenly  made  to  accompany  the  resumption  of  cash  payments  by  the  Bill  of 
1819  that  has  been  the  chief  cause  of  all  these  effects.”  ./Uison  gives  a perfectly 
complete  description  of  the  unfortunate  results  of  the  monetary  contraction,  the  real 
cause  of  which  generally  passes  unobserved.  “It  is  as  difficult,”  he  says,  “to  get 
the  great  bulk  of  men  to  understand  that  it  is  the  currency  itself  that  is  shifting  in 
value  when  great  changes  of  price  are  going  on  around  it,  as  it  is  to  make  them 
comprehend  that  the  earth  is  moving  rapidly  through  the  heavens.” — England  in 
1815  and  1845/  or,  A Sufficient  and  a Contracted  Money,  1846,  page  61. 
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and  tradesman  frequently  lose,  for  they  are  often  obliged  to  sell 
cheaper  tl  an  they  bought.  Enterprises  no  longer  bring  in  profit ; on 
the  contra  ry,  they  have  often  to  be  abandoned  at  a loss.  Merchants, 
their  heaH:s  failing,  relinquish  part  of  their  business,  new  under- 
takings o:  any  kind  become  rare.  Workmen,  less  and  less  sought 
after,  see  their  wages  lessened.  They,  in  turn,  consume  less,  and 
thus  the  Qianufacturers  who  provide  for  their  wants  have  to  reduce 
their  pro(  uctions.  Merchants  and  tradesmen,  making  small  or  no 
profits,  do  not  live  so  well,  and  here  again  the  manufacturers 
who  worl:  for  the  middle  classes  also  suffer.  There  is  a general 
decrease  n economic  activity.  Capital,  sunk  into  inactivity,  lies  in 
the  banki  i,  and  the  rate  of  interest  falls,  the  demand  for  advances 
being  ie\’  and  small.  Cash  does  not  appear  to  be  lacking,  and, 
indeed,  if  not  wanting,  for,  as  J.  B.  Say  said,  the  quantity,  if  it  is 
diminishei  absolutely  or  comparatively,  is  “ appreciated.”  Each  unit 
is  worth  I lore  and  effects  more  exchanges.  Eeduce  as  much  as  you 
will  the  n onetary  stock,  it  will  always  remain  sufficient,  for,  as  prices 
fall,  in  proportion  its  value  rises,  and  all  the  commodities  will  be 
exchange!  I by  the  lesser  but  appreciated  amount  of  cash.  When 
the  fall  i a prices  is  at  an  end,  the  period  of  suffering  resulting  from 
it  finishei  i,  and  the  economic  world  gradually  regains  its  normal 
condition.  Only  the  transition  is  often  slow,  and  accompanied  by  many 
cruel  trial  s,  as  we  have  had  occasion  to  see  during  the  last  few  years. 

The  qiestion  now  is  whether,  when  exchanges  are  effected  with 
less  mone  y,  and  consequently  on  a lower  scale  of  prices,  will  the  situa- 
tion be  w lat  it  formerly  was,  as  the  economists  who  reason  on  abstract 
principles  pretend  ? I venture  to  say,  not  at  all.  The  pressure  of 
previously- contracted  debts  will  have  increased  exactly  in  the  same 
ratio  as  p.'ices  will  have  fallen.  In  fact,  to  obtain  the  same  amount 
of  money  more  goods  or  more  labour  will  have  to  be  given,  as  these 

will  be  W(  »rth  less. 

The  nation  in  general — that  is  to  say,  taxpayers,  mortgagees, 
public  cempanies  who  have  issued  debentures,  landed  proprietors 
bound  to  pay  fixed  yearly  incomes,  pensions  of  one  sort  or  another, 
all  will  b(  I burdened,  and  the  bondholders  alone  will  benefit.  Some 
people  wi  11  say.  What  does  it  matter  ? Some  gain  what  others  lose. 

This  i } a mischievous  mistake.  It  matters  grisatly,  for  production 
is  sacrificed  in  favour  of  the  fundholding  class,  or,  as  John  Stuart 
Mill  puts  it,  active  capital  is  sacrificed  for  idle  ctipital.*  As  already 
most  Eur  ipean  communities  are  taxed  to  the  extreme  limit,  the  conse- 
quence o : any  indirect  increase  of  the  burden  which  these  loans  lay 

• All  tl  e leading  economists  agree  in  thinking  that  abundance  of  money  is  more 
favourable  to  the  progress  of  mankind  than  scarcity.  Here  are  some  quotations  on 
the  subject  : “In  fine,”  says  Michel  Chevalier,  “ a fall  in  the  value  of  money  will 
profit  those  who  live  by  present  labour ; it  will  injure  those  who  live  on  the  fruits  of 
past  laboui , be  it  their  own  or  that  of  their  fathers.  In  this  respect  it  will  act  in 
the  aftTTifi  di  rection  with  the  greater  part  of  those  evolutions  which  are  accomplished 
by  virtue  o ' the  great  law  of  civilization,  to  which  ordinarily  we  assign  the  noble 
name  of  pi  igress.”— r-Xo  Monn&ic,  2nd  edition,  1866,  p,  760.  J.  R.  MacCuUoch,  in 

this  discussi  3n  on  the  effect  of  the  great  increase  in  the  world’s  stock  of  gold  after 

1850,  says  n conclusion:  “Though,  like  a fall  of  rain  after  a long  course  of  dry 
weather,  it  may  be  prejudicial  to  certain  classes,  it  is  beneficial  to  an  incomparably 
greater  nu;  nber,  including  all  who  are  actively  engaged  in  industrial  pursuits,  and 
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upon  them  would  inevitably  be  the  misery  of  the  populations,  if  they 
continued  to  pay,  or  general  bankruptcy  in  the  event  of  their  refusing 
to  do  so.  It  opens  up  a vision  of  the  world  of  the  Stock  Exchange 
towering  over  the  crushed  ruins  of  the  working  world. 

Finally  it  may  also  happen  that  the  two  sorts  of  crises,  that  which 
may  be  called  the  “ansemic”  crisis — that  is  to  say,  the  one  which  is 
due  to  a slow  decrease  of  monetary  stock — and  the  sharp  crisis,  due 
to  a sudden  and  considerable  outflow  of  cash,  graft  themselves,  so  to 
speak,  one  on  the  other,  as  they  are  doing  at  the  present  time 
(February,  1882).  The  exportation  of  metal  to  New  York  having 
impoverished  our  store  of  precious  metal,  the  actual  crisis  is  doubly 
felt.  It  retards  the  impetus  of  business  which  seemed  to  be  springing 
again  into  life,  and  at  the  same  time  it  keeps  down  prices  which  are 
already  merely  remunerative.  As  the  American  Review  (1876)  says: 
“ Diminishing  money  and  falling  prices  are  not  only  oppressive  uj3on 
debtors,  of  whom,  in  modern  times.  States  are  the  greatest,  but  they 
cause  stagnation  in  business,  reduced  production,  and  enforced  idle- 
ness.” We  thus  see  to  what  extent  the  abstract  ideas  of  the  deductive 
school  are  contradicted  by  a simple  statement  of  facts. 

But  these  economists  ask  : Is  it,  then,  not  true  that  produce  is 
exchanged  for  produce  ? If  that  be  so,  gold  is  as  much  a produce  as 
anything  else.  The  merchant  exporting  it  has  obtained  in  exchange 
goods  of  a higher  value,  or  he  would  not  have  consented  to  the  trans- 
action. Therefore,  if  the  merchant  has  gained,  it  is  not  possible  that 
his  country  loses — all  these  axioms,  which  seem  so  clear  and  evident 
on  paper,  are  nevertheless  daily  contradicted  by  experience.  In 
reality,  1st,  a great  deal  depends  on  the  nature  of  the  objects  ex- 
changed, and,  2ndly,  it  is  not  true  that  the  metal  of  which  money  is 
composed  is  a merchandise  like  any  other.  Some  very  simple  ex- 
amples will  serve  to  prove  these  two  observations.  Hunters  are  out 
in  a forest  in  the  far-west  of  America,  and  live  on  the  game  they  shoot. 
The  Indians  they  meet  propose  to  give  them  in  exchange  for  their 
guns  furs  of  at  least  double  their  value ; they  accept  the  offer,  for 
economists  have  persuaded  them  that  produce  must  be  always 
exchanged  for  produce,  and  that  it  is  always  a gain  to  obtain  articles 
of  a higher  for  those  of  a lower  value.  Their  want  of  forethought, 
however,  is  speedily  punished.  They  are  very  soon  nearly  dying  of 
hunger.  To  get  back  their  guns,  they  would  now  be  willing  to 
transfer  not  only  their  furs,  but  everything  else  they  possess  into  the 
bargain.  Again,  a manufacturing  town  has  sufficient  cars  and  waggons 
to  effect  all  necessary  transport ; foreigners  buy  from  them  a part  of 
these  at  a very  high  price.  The  sellers  profit  by  many  thousands  of 

is,  speaking  generally,  of  great  public  or  national  advantage.”— 

BHtannica,  Art.  ‘ ‘ Precious  Metals.  ’ ’ W.  Roscher,  the  learned  professor  of  Leipzig, 
points  out  that  the  gold  discoveries,  by  preventing  a dearth  of  money,  which  with- 
out them  would  have  probably  occurr^,  saved  the  nation  from  a grievous  malady. 
On  the  other  hand,  he  explains,  in  the  same  sense  as  MacCulloch  and  Chevalier,  how 
a fall  in  the  value  of  money  may  stimulate  to  a notable  increase  of  national  pro- 
duction.— Grundlagen  der  Nationaloekonomie  (§  141).  V.  Dana  Horton’s  Gold  and 
Silver.  All  the  more  known  German  economists— Hasse,  O.  Arendt,  Adolf  Wagner, 
Lexis,  SchaflBie,  and  even  Soetbeer — express  the  same  opinion.  Vide^  for  example^ 
Erwin  Nasse,  Der  Bimetallismus  und  die  Waehrungsfrage.  Holtzendorflp — Brentano^ 
Jahrbucher  II,  1,  ’ 
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pounds , and  it  seoms  a splondid  busiuGSB  exchang©  of  produce  for 
produc  3,  with  clear  gains  on  their  side.  But  the  vehicles  having  dis- 
appeai  ed  from  the  wharves  and  streets,  there  is  no  means  of  convey- 
ing go  )ds  from  place  to  place.  The  manufacturers,  no  longer  able  to 
obtain  raw  materials,  are  obliged  to  stop  working  their  machinery 
and  to  discharge  the  workpeople.  A general  crisis  arises,  there  being 
a dea(ilock  as  regards  production,  and  misery  continues  to  spread 
among  the  labouring  classes  until  fresh  waggons  are  made  or  got. 
The  1.  )8S  in  this  way  incomparably  exceeds  the  gains  which  were 
obtain  id  from  the  sale  of  the  vehicles.  Exactly  the  same  thing  occurs 
when  i ^old  goes  off  in  too  great  quantities.  He  who  exports  it  in  pay- 
ment ( f goods  purchased  in  exchange  does  a good  stroke  of  business, 
but  th ) community  suffers  for  it.  Pieces  of  money  are,  for  practical 
purpoj  es,  conveyances  by  means  of  which  products  are  exchanged,  or, 
as  Mr.  Price  says,  " tools  of  exchange.”  If  there  be  an  insufficient 
quantity  of  these,  the  circulation  becomes  impeded;  commerce  and 
indust  'y  have  to  face  difficulties  in  buying  and  selling  ; a crisis  ensues. 
It  is,  t berefore  not  correct  that  the  precious  metals  are  as  much  a mer- 
chandise  as  anything  else,  and  that  it  is  a matter  of  indifference 
wheth  jr  they  are  exported  or  imported. 

Be  t Mr.  Bonamy  Price  will  say  : You  will  not  deny  the  truth  of 
the  fo  lowing  proposition,  which,  with  several  others,  Mr.  Mill  h^ 
very  c [early  explained : — A country  has  always  as  much  money  as  it 
needs  , in  fact,  it  is  impossible  that  one  country  should  export,  and 
that  a nother,  with  which  it  trades,  should,  at  the  same  time,  import 
cash  f 3r  any  lengthened  period.  Prices  will  fall  in  the  country  where 
gold  i } leaving,  and  will  rise  where  it  is  accumulating.  It  would  soon  be 
to  the  advantage  of  the  former  country  to  buy  where  things  are 
cheap  jr,  and  thus  the  excess  of  imports  would  quickly  bring  back  the 
gold,  md  the  balance  would  be  again  established. 

1 1 »eg,  first,  to  remark  that  this  reasoning  is  neither  more  nor  less 
than  m application  of  the  theory  of  the  “ Balance  of  trade,”  so 
decrie  i by  recent  economists.  On  the  other  hand  we  find  here  again 
the  sa  me  use  of  abstract  ideas,  leading  to  conclusions  in  which  falsity 
is  mb  ed  with  truth.  Contemplating  this  pur(jly  superficial  analysis, 
one  is  led  to  suppose  that  gold  can  pass  from  one  country  to  another, 
in  a s milar  manner  to  water  passing  from  basin  to  basin,  seeking  its 
level,  and  that  neither  advantage  nor  disadvantage  is  likely  to  accrue 
to  eit]  ler  nation  from  the  transfer.  It  is  not  so  by  any  means.  And, 
first  < >f  all,  there  is  one  very  great  exception  to  be  taken  as  to  the 
gener  il  axiom  given  us  by  Mr.  Bonamy  Price  and  Mill — an  exception 
whicl  plays  a very  important  part  in  the  general  movement  of  the 
precic  us  metals  on  our  globe.  I speak  of  India.  Prom  antiquity  to 
the  p]  esent  time  an  uninterrupted  current  has  always  carried  silver  to 
the  fa  r East.  A rise  in  prices  there,  such  as  would  have  induced  the 
India  is  to  buy  more  goods  in  Europe,  and  discouraged  Europeans 
from  buying  from  the  Indians,  has  never  tfiken  place.  And  why  ? 
Becai.se  the  silver,  on  arriving  in  Asia,  is  made  into  jewels  and  idols, 
and  i 3,  further,  lost  and  hidden  away  by  a population  in  India  of 
300,0)0,000,  and  of  400,000,000  in  China,  and  so  does  not  remain  in 
circul  ition  ; thus,  having  no  influence  whatever  on  prices.  The  fact 
of  th  3 balance  being  always  favourable  to  Asia  is  explained  by  the 
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circumstance  that  Europe  needs  much  commodities  from  thence,  while 
the  East  takes  very  little  of  our  produce. 

Between  European  nations  the  balance  is  generally  pretty  equal ; any 
momentary  inequality  is  quickly  set  to  rights  by  the  variations  in  the 
rate  of  exchanges,  and  very  little  precious  metal  actually  passes  from 
country  to  country.  In  this  case  current  economical  theories  find  their 
application  ; but  let  us  consider  the  example  of  a balance  where  the 
tendency  is  persistently  unfavourable,  and  where  a constant  exporta- 
tion of  precious  metal  becomes  necessary.  For  the  study  of  this 
phenomenon  we  have  only  to  examine  facts  in  connection  with  the 
trade  between  Europe  and  America  in  these  last  years.  Here,  as  in 
the  case  of  India,  an  unfavourable  balance  seems  likely  to  become  per- 
sistent. Since  the  United  States  re-established  a metallic  circulation, 
Europe  is  obliged  to  send  them  each  year  a growing  quantity  of  gold. 
In  1879-188U  it  amounted  to  75,000,000  dollars,  and  in  1880-1881  to 
91,000,000  dollars.  The  reasons  tending  to  the  production  of  this  un- 
favourable balance  for  Europe  are  the  same  as  in  the  case  of  India. 
We  are  absolutely  forced  to  take  certain  produce  from  America;  for 
instance,  corn,  meat,  petroleum,  and  cotton.  On  the  other  hand,  as 
industry  becomes  developed  in  the  United  States,  thanks  to  the  more 
general  employment  of  machinery,  and  to  the  higher  intelligence  of 
their  workmen,  they  are  less  in  need  of  our  products  and  manufactures. 
The  difference,  in  this  way,  of  the  commercial  balance  that  we  owe  to 
the  United  States,  we  are  obliged  to  pay  (silver  being  refused  there) 
entirely  in  gold.  Hence  the  exports  of  this  metal,  which  occur  generally 
in  the  largest  quantities  in  the  autumn,  and  greatly  disturb  the 
European  money  market. 

It  is  certain  that  these  exceptional  exports  will  cease  some  day, 
sooner  or  later.  With  a yearly  drain  of  £15,000,000  to  £18,000,000 
sterling,  there  would  soon  be  no  gold  left  in  Europe,  for  it  produces 
none ; and  already  her  stock  is  very  much  reduced.  On  the  other 
hand,  as  the  Americans  do  not  hoard  their  gold,  or  make  anklets  or 
bangles  of  it,  as  the  Indians  do  with  silver,  the  gold  they  receive,  and 
that  which  they  produce,  by  swelling  the  circulation,  will  raise  the 
prices  there,  while  they  will  fall  in  Europe,  as  a natural  result  of  the 
diminution  of  the  monetary  stock.  But  to  what  famine  prices  will 
European  produce  have  to  fall  before  being  able  to  pass  the  protectionist 
barrier — the  American  Custom-House — in  quantities  sufficient  to  turn 
the  scales  in  our  favour?  For  this  to  occur,  the  European  market 
must  be  depressed  severely — an  event  deeply  to  be  deplored,  whatever 
economists  may  say  about  it.  One  circumstance,  which  may  singularly 
retard  a reflow  of  gold  to  Europe  is,  that  as  soon  as  it  reaches  the 
opposite  shores  of  the  Atlantic,  it  finds  immediate  employment  in 
creating  new  railways,  new  farms,  fresh  works  of  all  kinds,  fresh  cen- 
tres of  production  in  the  Far- West ; for  in  these  far-off  regions  the 
pioneers  who  people  them  love  “hard  money.”  As  the  financial 
chroniclers  say,  the  New  York  Market  is  insatiable  ; gold  coming  from 
Europe  evaporates  there  like  water  on  heated  sands.  It  scarcely  is 
landed  before  it  starts  off  westward.  The  United  States  are  now  en- 
joying the  monetary  advantages  of  that  period  of  economic  expansion 
which  Europe  experienced  after  1850.  European  banks  are  to  them 
now  what  the  Californian  “ placers  ” there  were  to  us  then. 
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Go.d  can,  however,  return  from  the  country  where  it  has  accumu- 
lated ^ :o  the  one  whence  it  flowed,  in  another  manner.  In  the  im- 
poveri  shed  country  the  fall  in  prices  does  not  affect  goods  only ; it 
extenc  s in  some  degree  to  investments.  It  is  therefore  advantageous 
to  len  1 money  there  ; and  the  country  where  gold  is  plentiful,  and 
where  consequently,  everji:hing  is  very  dear,  will  not  fail  to  do  this. 
Alreac  y,  in  this  moment,  America  begins  to  buy  stocks  in  the  London 
marke ;.  These  exceptional  purchases  produce  a reverse  balance ; gold, 
obeyiii  g the  fall  in  the  rate  of  exchange,  flows  back  again,  and  the 
equilil  rium  tends  to  re-establish  itself.  The  economic  theorem,  stated 
by  Mi.  1 and  Mr.  Bonamy  Price,  is  thus  verified;  but  an  important 
change  has  taken  place,  which  economists  completely  ignore.  The 
country'  which,  thanks  to  its  gold,  will  have  been  able  to  invest  money 
in  the  country  momentarily  impoverished,  will  hereafter  be  entitled  to 
receive  from  the  latter,  as  a kind  of  tribute,  int<3rest  for  the  capital  in- 
vested It  is  thus  that  England  has  enriched  herself,  and  that  she  can 
annua:  ly  import  a surplus  of  about  £120,000,000  sterling  in  commodi- 
ties, a large  proportion  of  which  represents  the  dividends  of  stocks, 
shares  bonds,  &c.,  due  to  her  by  foreign  nations.  In  1847,  France, 
in  ord(  r to  cover  the  deficit  of  a bad  harvest,  was  forced  to  send  large 
quantiles  of  gold  to  Pussia,  and  a crisis  ensued.  The  Emperor 
Nicholas  sent  50,000,000  francs  to  France.  The  gold  returned,  but 
Eussia  continued  the  creditor  of  France  to  this  amount.  Only,  here 
again  t must  be  noticed  that  the  flowing  back  of  gold  from  America 
to  Euiope  will  not  be  easy,  because  many  years  must  elapse  before 
capita]  can  be  more  advantageously  placed  in  Europe  than  in  the 
Unitec  States. 

Lei  us  sum  up  these  remarks  on  the  moA’ements  of  the  precious 
metals  The  real  balance  of  trade,  when  all  the  facts  are  taken  into 
accoun  t,  is  a very  important  point.  It  is  that,  which  determines  the 
fluctuations  in  the  rate  of  exchange,  which  again  leads,  when  it  passes 
the  yo/  i point,  to  the  export  of  this  metal.  Under  the  influence  of  the 
variatians  in  the  exchanges,  the  balance  generally  regains  its 
equilil  rium,  and  thus  the  exports  of  precious  metals  are  very  nearly 
balanc  ?d.  But  when,  after  bad  harvests,  by  large  imports  without 
compensating  exports,  or  on  account  of  freights  or  interest  due,  a 
country  loses  some  of  its  monetary  stock,  it  does  not  regain  it  without 
sufferi  ig  some  damage.  The  country  in  receipt  of  this  excess  of  gold 
parts  vith  it  only  to  pay  for  goods  at  a cheap  rate,  or  to  purchase 
stock,  the  price  of  which  has  fallen,  through  the  scarceness  of  the 
metal,  or  as  a result  of  the  monetary  crisis. 

I will  now  pass  to  examine  another  question  : — To  wLat  extent  is 
it  true,  as  orthodox  economists  allege,  that  it  is  a matter  of  indifference 
wheth6  r a nation  be  abundantly  or  scantily  pro^  ided  with  the  precious 
metals  ? I will  restate  their  propositions.  Precious  metals,  they  say, 

I are  not  essential  to  any  absolute  requirement.  It  is  the  abundance  of 

useful  or  agreeable  objects  that  constitutes  the  wealth  of  a nation. 
The  m(  re  plentiful  cash  is,  the  higher  each  article  will  be  priced ; but 
this  will  add  nothing  whatever  to  individual  well-being.  The  only 
result  -s  riU  be  that  money  payments  will  be  heavier,  because,  in  order 
to  obta  n the  same  number  of  objects,  a greater  weight  of  gold  or  silver 
will  ha  ^e  to  be  given  in  exchange. 
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These  propositions  are  perfectly  true,  if  we  consider  one  country 
only,  or  are  speaking  of  the  entire  world  ; but  it  ceases  to  be  so  when 
we  examine  the  relations  of  one  nation  with  others.  This  is  what  we 
must  now  make  clear. 

It  is  necessary,  preliminarily,  to  explain  the  meaning  attached  to 
the  words  “abundance  of  cash.”  It  refers  to  abundance  in  com- 
parison with  what  is  requisite  for  exchanges,  and  not  to  absolute 
abundance.  Thus,  it  is  certain  that  the  more  highly  a country  becomes 
economically  developed,  the  less  precious  metal  it  makes  use  of  in 
accomplishing  the  same  amount  of  exchanges ; firstly,  because  the 
monetary  media,  better  employed,  circulate  more  rapidly ; and  secondly, 
because  cash  payments  are  replaced  by  an  extensive  credit  system. 
England,  for  instance,  does  more  business  than  France,  with  half  the 
quantity  of  cash.  But  yet,  allowing  for  the  necessity  England  is  under 
always  to  maintain  a certain  quantity  of  the  metallic  means  of 
exchange,  it  can  be  truthfully  said  that  she  is  always  abiindanth'  fur- 
nished in  that  particular.  The  greater  portion  of  the  precious  metals 
produced  in  the  entire  world,  passes  through  the  London  market, 
which  reserves  for  itself  only  what  it  requires.  All  the  nations  of 
Western  Europe  are  rich  countries  ; cash  is  not  wanting,  means  of  cir- 
culation are  plentiful,  and  prices  are  consequently  high.  The  nations 
of  Eastern  Europe  are,  on  the  contrary,  countries  where  gold  and 
silver  are  scarce,  the  circulation  slow,  and  consequently  prices  there 
are  very  low. 

This  difference  in  the  prices  of  commodities  is  of  very  little  conse- 
quence for  the  inhabitants  of  one  or  other  of  these  groups  of  communi- 
ties in  their  relations  between  themselves  ; everything  there  is  dear  or 
cheap.  But  it  makes  itself  felt  in  any  question  of  trade  or  intercourse 
between  the  high-price  group  and  the  low.  The  first  can  buy  of  the 
second  at  will ; but  the  second,  in  their  turn,  cannot  buy  of  the  first. 
If  I sell  a chicken  in  London  for  3**.,  I could  procure  three  in  Bucharest 
for  the  same  money.  A thousand  pounds  sterling  in  England  would 
give  me  a triple  power  of  purchase  in  Eoumania  or  Bulgaria.  An 
Englishman  could,  therefore,  if  it  suited  his  convenience,  buy  up 
everything  there  is  to  be  had  in  a poor  country,  he  being  ready  to  pay 
a price  that  no  one  there  would  give.  It  is  for  this  reason  that  every- 
thing of  the  finest  and  most  costly  description  is  sent  to  London  and  to 
Paris  from  the  producing  countries.  It  is  on  this  account  also  that  so 
many  Englishmen  setLe  abroad.  Their  income  there  gives  them  a much 
higher  power  of  purchase,  and  they  can  live  in  a higher  style  than  in 
their  own  land.  On  the  other  hand,  an  inhabitant  of  Kief  or  of  Sophia, 
wishing  to  come  to  London  or  Paris  to  enjoy  the  value  of  say,  forty  or 
fifty  quarters  of  corn,  in  his  country,  would  have  to  seU  double  that 
quantity  there  to  enable  him  to  pay  for  the  same  enjoyment  in  the 
cities  of  Western  Europe.  The  workman  who  in  New  ATork  earns  a 
dollar  for  one  day’s  work,  could  for  that  sum  get  five  men  to  work  for 
him  where  the  wages  are  a shilling  a-day,  as  in  Silesia,  and  ten  where 
the  remuneration  is  5fi?.,  as  in  India.  An  xAnglo-Indian  civil  service 
functionary  there  keeps  an  establishment  with  ten  or  fifteen  servants, 
wages  being  very  low.  Poor  countries — poor  in  cash,  or  where  the  scale  of 
charges  is  at  a minimum — are,  therefore,  in  truth,  under  the  economic 
domination  of  rich  countries  where  prices  are  high. 
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Fro  n all  that  has  been  said,  therefore,  I tliink  it  may  safely  be 
concluc  ed  that  all  the  theories  concerning  the  currency  put  forward  in 
classic  rorks  need  to  be  reconsidered  and  revised  They  are  superficial. 
They  ontain  as  much  mistake  as  truth  ; and  this  portion  of  error  has 
done  much  harm  in  preventing  certain  nations— England,  for  instance, 
and,  quite  recently,  Germany  and  the  Scandinavian  States— from 
adoptii  g a more  rational  monetary  system. 

Tilt  “ mercantile  ” school  was  right  in  maintaining  that  an  influx 
of  pre(  ious  metal  stimulates  commerce  and  industry,  while  its  with- 
drawal throws  both  into  difiieulty  and  induces  crises.  It  was  also  not 
in  the  ^ 'rong  when  it  affirmed  that  gold  and  silvei’  are  not  a merchandise 
like  an  ' other.  These  metals  serve  as  conveyances  to  all  other  pro- 
ducts; c onsequently,  when  they  are  in  insufficient  quantities,  circulation, 
which  i s the  life  of  the  economic  world,  stops  or  languishes.  But  from 
these  ti  lie  observations,  confirmed  by  daily  experience,  and  relied  upon 
by  all  business  men  and  money-market  chroniclers,  the  “mercantilist” 
reasonc  rs  have  deduced  erroneous  conclusions ; for  instance,  that  gold 
and  sib  er  are  the  only  riches,  and  that,  consequently,  in  order  to  accu- 
mulate the  largest  possible  amount  of  them,  high  protective  duties  must 
be  imp'  >sed,  so  as  to  put  an  obstacle  in  the  way  of  foreign  import,  and 
bonuse,  i be  offered  for  the  purpose  of  stimulating  exports.  Economists 
were  ri  »;ht  in  stating  the  true  riches  of  a nation  to  consist  in  an  abun- 
dance cf  useful  objects,  not  of  precious  metals  ; but  they  made  a mis- 
take, a:  id  a very  grievous  one,  in  drawing  the  inference  that  it  was  a 
matter  of  indifference — in  fact,  was  rather  advantageous  than  other- 
wise, t(  export  cash.  It  suffices  to  reflect  for  one  moment  on  the 
disturb  ince  occasioned  from  time  to  time  in  the  economic  and  financial 
world  1 y the  draining  of  gold  and  the  ensuing  crises,  in  order  to  see 
how  grave  is  their  error.  Nevertheless,  the  deductive  school  continues 
imperti  rbably  to  repeat  its  abstract  axioms,  although  experience  too 
frequei  tly  gives  them  flat  contradiction. 

Whit  is  to  be  desired  in  respect  of  currency,  is  that  the  monetary 
stock  si  ould  be  maintained  at  the  level  of  the  wants  of  circulation,  and 
conseqi  ently  that  it  should  increase  in  jiroportioii  to  the  development 
of  the  € xchanges  effected  in  the  world,  so  as  to  offer  to  all  contracts, 
whethe;  • for  a short  or  long  term,  as  stable  a basis  as  possible.  In  spite 
of  histo  ry,  to  reduce  civilized  nations  to  make  use  of  gold  only,  when 
Nature  has  placed  two  monetary  metals  at  their  disposal,  and  when  it 
is  evideat  that  the  yellow  metal  is  produced  in  too  small  and  too  vari- 
able qiantity,  is  to  provoke  a series  of  disastrous  crises,  shackling 
commei  ce  and  completely  strangling  free  trade. 

The  question  I will  now  proceed  to  examine  is  this  : What  deter- 
mines the  value  of  money?  As  Mr.  Dana  Horton,  United  States 
delegate  at  the  Paris  Monetary  Conferences  td  1878  and  1881,  has 
clearly  f ho wn,  two  extreme  opinions  exist  on  this  subject— that  of  the 
jree  traoe  theory,  and  that  of  the  Jiat  money  theory,  which  maintains  that 
it  is  the  will  of  the  legislator  which  creates  and  regulates  the  value 
of  money.  These  two  theories  are  evidently  erroneous.  Let  the  law 
once  establish — as  it  has  done  from  all  time — a coin  as  legal  tender, 
and  the  ?e  can  be  no  longer  free  trade  in  this  matter.  There  exists  an 
enormous  difference  between  gold  as  a simple  commodity  and  gold  as 
a legal  neasure  of  value,  and,  at  the  same  time,  legal  means  of  pay- 
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ment  for  any  debt  or  purchase.  Mr.  Thomas  Baring  has  mentioned 
the  fact  that,  in  the  crisis  of  1847,  one  sovereign  was  not  to  be  pro- 
cured in  London  for  £60,000  in  silver  ; and  that  in  Calcutta,  during 
the  crisis  of  1864,  a merchant  possessing  £20,000  in  gold  became 
bankrupt  because  he  could  not  exchange  it  for  silver  rupees,  the  only 
legal  tender.  Mr.  Dana  Horton  has  clearly  set  forth  the  absurdity  of 
attempting  to  introduce  free  trade  where  it  is  really  not  a question  of 
it : — 

‘'Free  trade  in  legal  tender  may  have  existed  in  the  primitive  days  of  unso- 
phisticated barter,  and  certainly  must  flourish  in  Utopia : but  when  we  ask  how 
it  can  be  materialized  to-day,  we  find  ourselves  in  confusion.  Can  payees  demand, 
or  can  payors  give  in  payment,  whatever  merchandise  they  prefer  ? In  what  mer- 
chandise do  men  express  their  taxes  and  appropriations,  salaries  and  fees,  fines, 
official  appraises,  and  sales  ? Is  it  a matter  of  inditt'erence,  or  a matter  of  choice, 
with  payor  or  payee,  whether  all  these  obligations  are  fulfilled  Avith  saw-logs, 
whale’s  blubber,  raw  hides,  or  loads  of  gravel  ? Do  men  take  up  a bill  of  exchange 
with  freestone,  or  pay  for  postage  stamps  with  dynamite!-  Now,  all  these 
questions  occur  naturally,  and  must  be  answered  affirmatively  if  we  admit  that 
free  trade  in  legal  tender  is  present  in  the  flesh.  Evidently  the  thinker  who 
materializes  ideal  free  trade  in  money  in  the  nineteenth  century,  in  the  interests  of 
science,  must  likewise  be  prepared  to  be  done  by  as  he  does,  and  when  he  asks  for 
bread  to  receive  a serpent,  and  when  he  asks  for  fish  to  receive  a stone.” — Gold  and 
Silver,  p.  172. 


I think  we  may  conclude,  from  what  we  have  just  quoted,  that 
those  who  speak  of  free  trade  iu  money  do  not  know  what  they  are 
talking  about.  The  word  “legal”  tender  in  itself  ought,  however, 
to  warn  them  of  their  error. 

The  theory  of  the  fat  money — which  is,  at  the  bottom,  the  theory 
of  the  inflationist  and  of  the  partizans  of  paper  money — is  not  less 
absurd  when  pushed  to  the  extreme.  Mr.  Dana  Horton  gives  us  a 
curious  example  borrowed  from  Iwan  Possoschkof,  a Russian  reformer 
of  the  time  of  Peter  the  Great: — “The  foi’eigners  estimate  their 
mone}'"  according  to  the  quantity  of  metal  it  contains,  and  not  accord- 
ing to  the  power  of  the  monarch  who  issues  it.  But  we  honour  our 
monarch  as  God,  and  most  zealously  obey  his  will.  AVe  do  not  look 
at  the  weight  of  the  money,  but  upon  the  inscription.  It  is  not  the 
copper  that  is  valuable  to  us ; it  is  the  name  of  our  Czar.”  In  truth, 
in  former  times,  when  sovereigns  and  statesmen  were  for  ever  changing 
the  current  value  of  mone}%  or  the  proportion  of  precious  metal  in 
each  coin,  their  ideas  must  have  been  very  similar  to  Possoschkof’ s. 
To  cite  only  one  example,  the  following  are  the  terms  in  which  Philip 
of  Valois,  king  of  France,  proclaims  his  absolute  power  with  regard 
to  the  coinage  of  his  realm,  in  an  ordinance  dated  January  16,  1347: — 
“ Aucun  ne  peut  faire  doute  qu’a  nous  appartienne  seulement  et  pour 
le  tout  en  notre  Royaume,  le  fait,  la  provision  et  toute  I’ordonnance 
de  la  monnaie  et  de  faire  monnayer  telles  monnaies  et  donner  tel 
cours  comme  il  nous  plait.”  Lord  Liverpool,  whose  ideas  as  to  the 
nature  of  money  were  so  clear  and  just,  does  not  overlook  the  pre- 
dominating influence  of  law  in  this  matter.  He  says,  in  his  well- 
known  treatise  on  the  “ Coins  of  the  Realm  ” : — “ Coins  ought  always 
to  pass  in  tale,  according  to  the  rate  or  value  which  the  Sovereign 
puts  upon  them  in  his  Mint  Indentures”  (Bank  of  England  edit., 
p.  177). 
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It  is  as  little  correct  to  pretend  that  the  law  can  do  everything 
with  ] egard  to  money,  as  to  say  that  it  can  do  nothing.  The  follow- 
ing are  the  arguments  of  those  who  maintain  the  latter  opinion  : — 
Doub  less  the  law  can  decree  that  a pound  sterling  shall  be  equal  to 
forty  shillings,  as  it  can  also  diminish  by  one-lialf  the  amount  of  pure 
gold  3ontaiued  in  a sovereign  ; but  in  such  a case  the  value  of  the 
new  s 3vereign  would  be  only  half  that  of  the  old — that  is  to  say,  it  would 
pay  f(  >r  only  lialf  the  quantity  of  goods,  prices  having  doubled  them- 
selves . Thus  the  step  taken  by  the  legislator  v'ould  prove  of  no  avail ; 
it  mrst,  indeed,  always  come  to  nought,  when  we  consider  existing 
econo  uic  conditions  which  enforce  themselves.  The  value  of  every- 
thing depends  on  the  law  of  demand  and  supjily,  and  not  on  the  will 
of  eitlier  Sovereigns  or  Parliaments. — This  argument  is  irrefutable, 
but  does  not  at  all  prove  that  the  law  can  have  no  influence  whatever 
on  tin  value  of  monetary  metals,  and  consequently  on  that  of  money. 
In  reality  the  influence  of  the  State  is  not  contrary  to  economic  laws, 
but  in  accordance  with  them  ; for  it  is  the  State  which,  by  opening  the 
Mints  occasions  the  chief  demand  for  the  precious  metals.  The  value 
of  gol  1 and  silver  arises  from  their  being  used,  firstly,  for  making  either 
useful  objects  or  objects  of  luxury,  jewellery,  &c ; and,  secondly,  for 
makirg  coin.  The  monetary  exceeds  in  influence  the  industrial 
demand — in  the  first  instance,  because  it  is  of  greater  importance;  in 
the  se  jond,  because  it  fixes  the  price  of  the  precious  metals.  If  Mints 
were  < completely  closed,  the  value  of  the  proscribed  metal  would  fall  to 
at  lea  it  one-half.  Gold  would  be  worth  no  more  than  platinum — that 
is  to  sry,  £24  to  £30  a-kilo,  and  its  price  would  be  as  variable  as  the 
price  )f  this  rare  metal.  Silver  has  lost  one -filth  of  its  former  value  ; 
and  t tiis  fact  is  entirely  due  to  the  legislators  of  civilized  countries 
havin  ^ forbidden  its  being  freely  coined  in  the  Mints.  If  the  United 
States  were  to  suspend  the  Allison  Bill,  which  imposes  a monthly  coin- 
age of  at  least  two  million  dollars,  and  if  India  were  also  to  close  her 
Mint,  to  what  price  would  silver  then  fall?  To  one-half — or,  perhaps, 
even  ( ne-third — of  what  it  was  recently  worth.  If,  on  the  other  hand, 
free  c dnage  were  to  be  re-established  in  those  countries  where  it  for- 
merly existed,  silver  would  certainly  regain  its  former  value.  Thus  we 
see  tl  at  the  power  of  law  with  regard  to  money  consists  in  fixing  its 
value  Dy  creating,  suspending,  or  annulling  the  demand  for  the  precious 
metal:  i of  which  money  is  composed.'*^  The  law  in  itself  does  not 

* 1 1 favour  of  the  opinion  that  the  value  of  money  comes  not  from  the  law,  but 
from  t le  intrinsic  value  of  its  metal,  Michel  Chevalier,  Bonamy  Price,  and  other 
econon  ists,  quote  these  words  of  Aristotle : — ‘‘  It  was  agreed  to  give  and  receive  in 
exchan  ^e  a substance  which,  useful  in  itself,  was  easy  of  handling  for  the  uses  of 
men,  si  ich  as  iron,  for  example,  or  silver,  or  some  other  substance,  of  which  the  size 
and  w(  ight  was  first  determined ; and,  finally,  in  order  to  avoid  the  trouble  of  con- 
tinual neasuring,  it  was  marked  with  a stamp  in  sign  of  its  value.”  They  omit 
the  coi  elusion  of  the  passage,  which  runs  thus  “ But  of  itself  money  is  an  empty 
thing;  it  has  value  only  by  law,  and  not  by  nature,  for  a change  of  agreement 
among  those  using  it  can  depreciate  it  entirely,  and  render  it  entirely  unfit  to  satisfy 
our  net  ds.”  The  consequence  of  what  Germany  had  done  in  1873,  in  accepting 
no  moi  3 silver  as  legal  tender,  is  an  example  of  the  truth  of  Aristotle’s  remark. 
Mr.  D tna  Horton,  in  his  remarkable  book,  “Gold  and  Silver,”  p.  118,  quotes 
anothe*  passage  of  Aristotle  even  more  explicit : — “Money  (yo/A«r^a)  is,  as  it  were, 
a subsl  itute  for  demand  or  the  thing  needed ; and  hence  it  has  the  name 

‘ nomil  ma,’  because  it  is  not  so  by  nature,  but  by  lav-^  iyof^ui),  and  because  it  is  in 
our  po  ver  to  change  it  and  render  it  useless.” — Xichomachean  Ethics^  book  5,  chap.  6. 
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entirely  create  this  value,  though  very  nearly  so.  Were  the  demand 
for  the  Mints  to  cease  completely,  industry  alone  would,  it  is  true, 
Butflee  to  retain  for  the  precious  metals  a portion  of  their  present  value, 
but  the  influence  of  law  is  certainly  very  great,  for  were  the  monetary 
employment  of  either  metal  entirely  to  discontinue,  that  metal  would 
be  offered  to  industry  in  double  and  triple  quantities,  and  the  price  of 
it  would,  consequently  be  enormously  depreciated. 

In  the  correspondence  between  Mr.  Gibbs  and  Mr.  T.  II.  Farrer,^ 
the  latter  sums  up  current  opinion  in  the  following  passage  : — 

“ What  is  a pound  ? Not  surely  a thing  to  which  law  has  attached  any  particu- 
lar value,  but  a bit  of  gold  stamped  to  show  its  weight  and  fineness.  The  value  of 
gold  depends  in  no  way  on  the  stamp.  It  depends,  on  the  one  hand,  on  the  supply 
— i.e.,  cost,  or  rather  difliculty,  of  production;  on  the  other  hand,  on  the  demand 
■ — i.e.,  on  the  extent  to  which  men  desire  to  use  it.  Over  the  supply  law  has  no 
power  whatever ; over  the  demand  law  has  some  power,  just  as  it  has  over  the 
demand  for  other  commodities.” 

All  these  affirmations,  which  have  a seeming  foundation,  are,  in  reality, 
contrary  to  facts.  Law  has  an  influence  over  the  demand  for  gold 
quite  different  from  that  which  it  exercises  over  the  demand  for  any 
other  commodity,  for  the  Statef  enacting  that  the  Mint  shall  give 
£3.  I7s.  lO^fl?.  for  every  ounce  of  standard  gold,  opens  an  outlet  for  this 
metal,  in  unlimited  quantities  and  at  a fixed  price.  This  it  certainly 
does  for  no  other  merchandise.  TVill  the  Mint  accept  iron,  corn,  or 
tea,  upon  these  conditions  ? It  exercises  also  an  indirect  but  decided 
influence  on  the  supply,  that  is  to  say,  on  the  production,  for  the  free 
coinage  determines  the  price  which  can  be  paid  at  the  mines.  If  the 
State  cease  to  fix  the  Mint  price,  or  if  it  lower  it,  the  production  will, 
of  necessity  diminish. 

“A  gold  sovereign,”  saj^s  Mr.  T.  H.  Farrer,  “is,  within  a trifling 
fraction,  worth  as  much  in  exchange  when  melted  down  as  when  it  has 
the  Queen’s  head  on  it.”  This  is  true,  but  why?  because  the  law 
allows  you  to  change  your  melted  sovereign  back  again  into  a sovereign 
“legal”  standard,  and  this  at  the  expense  of  the  Mint.  It  is,  there- 
fore, the  law  which  maintains  the  bullion  value  of  the  melted  sovereign. 
Let  the  law  only  close  the  Mint,  and  your  gold  as  bullion  would  lose  a 
large  proportion  of  its  value.  Here  is  a proof  of  this.  In  France,  at 
the  present  time,  five  francs  in  silver  have  the  same  power  in  buying 
and  paying  as  five  francs  in  gold.  Melt  a silver  five-franc  piece,  and 
it  will  then  be  worth  only  four.  Why  ? Because  silver,  as  bullion, 
may  not  be  changed  back  into  coin.  If  the  French  Mint  were  once 
more  opened  to  the  free  silver  coinage,  five  francs  in  bullion  would  bo 
worth  as  much  as  five  francs  in  money,  just  as  with  a sovereign. 

Mr.  Bonamy  Price,  and  those,  who,  like  him,  affirm  that  money  is 
as  much  merchandise  as  any  other  article,  or  a piece  of  machinery,  a 
tool,  a waggon,  or  a cart,  do  not  observe  that  the  free  coinage  at  the 
Mint  in  itself  establishes  a radical  difference  between  the  monetary 
metals  and  any  other  commodity. 

* "The  Double  Standard,”  by  H.  Gibbs,  Appendix,  p.  18. 

t Mr.  Bonamy  Price,  discussing  this  article  in  the  Contemporary  Review, 'Feh., 
1882,  objects  to  my  arguments,  because  I said  the  State  or  the  Mint  buys  gold.  I 
have  corrected  this  expression,  which  was  inexact.  But  when  the  Mint  gives  for 
every  ounce  of  gold,  in  unlimited  quantity,  £3.  1?5.  lOjc^.,  the  economic  result  is  pre- 
cisely the  same  as  if  the  gold  were  really  bought  and  sold  at  this  price. 
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If  ,'ou  make  too  much  cast-iron,  or  too  much  cloth,  you  cannot  sell 
it  all,  your  stock  accumulates  too  largely,  and  you  are  a loser,  for  it 
eats  u]  I the  interest  of  the  value  it  represents.  I^his  is  not  at  all  the  case 
•with  n onetarv  metal ; you  can  never  have  too  much  of  that:  thanks 
to  free  coinage,  it  can  always  be  converted  into  money,  and  then  you 
immediately  draw  a revenue  from  it.  Monetarv  metal  is  never  a dead 
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capital  ; with  money  you  can  purchase,  and  pay,  any  and  everything. 
You  ai’e  the  lord  of  the  market.  With  goods  you  must  wait  to  sell 
befoi'e  purchasing  or  paying.  This  is  the  difference  between  money 
and  tcols  or  ploughs.  If  you  possess  the  latter  in  excess,  it  is  dead 
cajiita],  while  this  can  never  be  the  case  with  monetary  tools,  for  you 
can  abrays  send  them  into  circulation,  and  emjdoy  them  in  procuring 
you  pr  oductive  capital,  Consols  for  instance. 

Mr  Bonamy  Price  thinks  that  surplus  monetary  conveyances  will 
lie  idh  in  the  banks,  like  surplus  ploughs  in  a shed.  This  is  a mis- 
take. Every  piece  of  money  will  be  sent  into  (drculation,  let  them  be 
ever  so  numerous,  for  nobody  will  leave  his  capital  inactive.  Every 
one  sei'ks  to  draw  a revenue  from  his  money.  If  cash  accumulate  in 
banks,  the  rate  of  interest  will  fall.  The  lowered  rate  of  interest  will 
urge  men  to  fresh  enterprises,  from  which  will  spring  an  increased 
deman  I for  goods  of  all  kinds,  and,  as  a natural  result,  a rise  of  prices 
wilier  sue.  Higher  prices  will  necessitate  the  use  of  more  money, 
and  thus  the  surplus  coinage  will  find  employment. 

Coi  n is,  therefore,  to  its  owner  a living  capital,  current  everywhere, 
and  capable  of  being  employed  immediately,  or  of  being  put  out  to 
profit  according  as  its  possessor  desires.  This  is  an  exclusive  privilege 
of  money,  and  when  business  men,  whom  economists  scoff  at,  give  it 
pre-en  inence  over  all  other  merchandise,  they  are  wholly  in  the  right. 

According  to  Mr.  Bonamy  Price  and  all  the  economists  of  the 
deduct  ,ve  school,  the  value  of  gold  and  silver  dej)ends  on  what  it  has 
cost  to  produce  these  metals.  “ The  gold,”  they  say,  “ buys  by  means 
of  its  C3st  of  production.”  This  maxim  is  daily  contradicted  by  facts, 
as  we  ' cill  endeavour  to  prove,  but  this  discussion  needs  great  atten- 
tion, b Jcause  it  is  not  easy  to  explain  the  changes  in  the  value  of 
money  which  would  appear  unchangeable  as  long  as  the  coins  con- 
tained a fixed  quantity  of  precious  metal.  For  instance,  an  ounce  of 
gold,  s;andard  fineness,  which  can  always  be  exchanged  at  the  Mint 
for  £3.  17s.  lO^rf.,  would  appear  to  retain  always  the  same  value.  This 
is,  ho^-^ever,  not  the  case.  Without  taking  into  consideration  the 
abstract  theory  of  value,  we  can  say,  with  economists,  that  the  value 
of  an  object  is  represented  by  the  quantity  c»f  other  objects  to  be 
obtainc  d in  exchange  for  it.  Thus  it  is  admitted  that  the  value  of  the 
precior  s metals  has  fallen  to  a quarter  of  what  it  was  in  the  thirteenth 
centurj , because  the  same  weight  of  gold  or  silver  will  now  only  pur- 
chase a quarter  or  a fifth  of  corn  or  other  commodities. 

If  jank  notes  and  silver  were  simultaneously  and  universally 
siipprei  sed  in  favour  of  gold,  it  is  certain  that  the  value  of  gold 
would  9normously  increase,  although  the  amount  of  labour  neces- 
sary to  the  production  of  an  ounce  of  gold,  would  in  no  ways  have 
change  1 or  diminished.  Silver,  after  1873,  and  notably  in  1875  and 
1876,  lust  suddenly  a large  proportion  of  its  value.  The  price  of  this 
metal  f dl  from  60  or  61  pence  the  ounce,  to  50,  and  even  for  a time 
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as  low  as  tO,  and  now  tlie  average  juice  is  about  52  jienco.  Has  the 
cost  of  jiroducing  silver  suddenly  fallen  a fifth  or  a fourth?  No  one 
will  attemjit  to  maintain  sucli  a statement.  Mr.  Otto  Arendt  has 
proved  with  the  most  accurate  figures  (“Die  vertragsraiissige  Dojipel- 
wiihrung”)  that  the  fall  in  the  jjrice  of  silver  was  occasioned  by  (ter- 
niany,  selling  it,  combined  with  the  jirohibitions  against  its  free 
coinage  in  all  civilized  countries. 

The  price  of  articles  dej)ends  jwincipally — and  this  will  not  be 
denied — on  the  demand  ; and  as  the  demand  for  silver  for  the  Mints 
ceased  all  at  once,  how  could  this  metal  not  fall  considerably  in  the 
market?  If  the  free  coinage  of  this  metal  were  re-established  in 
France,  the  United  States,  and  Germany,  on  the  basis  of  a fixed  ratio 
of  1 to  15^  between  gold  and  silver,  is  it  not  evident  that  silver  would 
immediately  regain  its  former  value  ? When  Belgium  and,  later  on, 
Germany  adojfied  nickel  in  jfiace  of  coj)j)er  coin,  the  value  of  that 
metal  trijiled.  Had  the  cost  of  its  production  increased  ? Not  at  all ; 
but  the  demand  increased,  and  as  nickel  cannot  be  j)roduced  at  will, 
the  trij)led  juice  maintains  itself.  Sujijiose  that  men  again  attenij:)ted 
to  make  money  out  of  jfiatinum,  as  was  once  done  in  Eussia,  that 
metal,  instead  of  being  worth  from  £12  to  £14  a-j)ound.  would  rise  to 
four  or  five  times  that  value.  If,  on  the  other  hand,  the  coinage  of 
gold  were  everywhere  to  be  suj)jiressed,  it  would  certainly  fall  to  half 
its  jireseiit  value. 

The  value  of  gold  depends  so  little  on  the  cost  of  jiroduction  that 
we  learn  from  those  of  competent  authority,  who  have  given  the  cjues- 
tion  their  time  and  attention,  that  the  average  cost  of  each  ounce 
obtained  is  much  greater  than  the  Mint  jirice.  It  will  be  asked : 
Why,  then,  is  such  a losing  business  carried  on  ? It  cannot  be 
possible  ! The  exjilanation  is  very  simjde.  Certain  mines  make  very 
large  j)rofits,  and  those  who  work  at  a loss  hojie  some  day  to  strike  a 
rich  vein,  a “bonanza,”  and  they  work  on,  cheered  by  that  hojie, 
until  they  have  expended  all  their  resources.  Sometimes  they  succeed, 
and  their  good  fortune  stimulates  others  to  similar  labours.  At 
Monaco,  an  analogous  state  of  things  ma}’’  be  observed.  It  is  quite 
certain  that  for  the  totality  of  jdayers  the  gaming  there  is  a losing 
operation,  for  the  yearly  profits  made  by  the  bank  amount  to  a con- 
siderable sum.  Therefore,  each  franc  gained  by  the  mass  of  j)layers 
costs  them  more  than  a franc.  But  the  gambling  goes  on,  each  in- 
dividual believing  he  will  one  day  be  the  favourite  of  fortune — and^ 
there  are,  indeed,  some  who  prove  to  be  so. 

It  is  most  essential  with  the  precious  metals  to  distinguish  very 
carefully  between  price  and  value.  The  price  of  the  precious  metals  is 
determined  by  the  Mints.  The  “ market  price  of  gold  ” is  an  expres- 
sion in  constant  use,  especially  in  England.  The  market  j)rice  of  gold 
is  no  other  than  the  Mint  price.  This  price  enforces  itself,  and  for  a 
self-evident  reason,  which  is  this.  Mints  are  not  only  the  principal 
outlet,  but,  at  the  same  time,  an  unlimited  outlet,  for  they  must 
accept  all  the  monetary  metal  at  a price  fixed  by  law.  Why,  in  any 
part  of  the  world,  should  gold  be  sold  under  £3.  17s.  due  deduc- 

tion being  made  for  transport  expenses,  as  this  price  can  always  be 
obtained  at  the  Bank  of  England  ? Gold  will  never  be  sold  cheaper  while 
the  Mint  in  London  maintains  its  price.  It  cannot  either  fetch  a higher 
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price  at  long  as  a sovereign  remains  in  circulation,  for  industry 
has  but  :o  melt  sovereigns  for  £3.  I7s.  lO^d.  and  it  will  secure  an  ounce 
standarc , and  will  therefore  pay  no  higher  price  in  the  market.  Certain 
writers  magine  that  if  silver  were  universally  received  as  a standard 
money,  vith  a ratio  as  to  gold  of  1 to  15^,  the  dearer  metal,  that  is  to 
gold,  would  be  gradually  withdrawn,  and  would  no  longer  remain 
in  circul  ition.  But  then,  what  would  become  of  this  metal  Could 
it  be  tre  isured  up  indefinitely  ? Impossible  ; for  it  would  consume  its 
own  int(  rest.  Could  it  be  sold  to  industry  at  a higher  price  than  that 
fixed  by  the  legal  ratio  ? More  impossible  still , for  goldsmiths  and 
jeweller! , being  able  to  draw,  at  will,  from  the  monetary  stock,  at  the 
price  fis  ed  by  the  Mint,  would  refuse  to  pay  higher.  The  producers 
and  hole  ers  of  gold  would  therefore  be  forced  to  resign  themselves  to 
accept  tl  e price  imposed  by  the  Mint,  for  they  would  be  unable  to  dis- 
pose mo: ’e  advantageously  of  their  metal  elsew’here.  Gold  could  only 
disappear  if  the  production  were  to  be  reduced  oue-half  or  two-thirds. 

But  thei . of  course,  gold  could  be  no  longer  the  monetary  metal  of 
the  worl  1. 

Let  1 Ls  suppose  that  the  cost  of  production  of  gold  dimini.shes  sud- 
denly ve^y  much,  as  it  probably  did  when  the  placers  of  California  and 
Australia  were  first  worked  after  the  year  1850.  The  price  of  gold 
would  E ot  fall  on  that  account,  for  the  Mint  \\  ould  still  continue  to 
give  £3.  17s.  lOirf.  for  every  ounce  standard."^' 

The  ralue  of  the  monetary  metals,  that  is  to  say  their  power  of 
purchas(  of  other  objects,  is  a more  complicated  subject.  It  depends 
on  the  C(  mnection  existing  between  the  exchanges  to  be  effected,  on  the 
one  hau( .,  and  the  total  quantity  of  metallic  money,  or  other  mediums 
of  excha  ige  substituted  for  this  metal,  on  the  other.  For  instance,  bank 
notes,  fu  IfiUing  precisely  the  same  mission  as  gold  or  silver  coin,  com- 
pete witli  these  metals  and,  at  all  events,  render  them  less  essential, 
and,  con  >equently,  diminish  their  value.  This  diminution  of  value,  or 
of  powei  of  purchase,  occasions  a rise  in  prices.  Suppress  bank  notes 
everywh  ;re,  and  the  value  of  metallic  money  will  (;on.siderably  increase, 
for  each  monetary  unit  will  be  more  sought  after,  and  its  power  of 
purchase  will  augment  in  proportion  as  prices  fall,  although  the  cost 
for  the  p reduction  of  the  precious  metals  will  have  remained  identically 
the  same . On  the  other  hand,  if  more  bank  notes  be  issued,  gold  and 
silver  wi  l be  depreciated  in  value.  For  instance,  when  the  United 
^ States  a id  Italy  adopted  paper  money  and  allowed  their  monetary 
stock  to  lass  into  other  lands,  a marked  depreciation  in  the  value  of 
cash  wa  5 observable  all  over  the  world.  On  the  contrary,  since 
these  cc  untries,  wishing  to  re-establish  a metallic  currency,  are 
drawing  to  themselves  a portion  of  the  world’s  monetary  stock,  they 
have  occisioned  a considerable  increase  in  the  value  of  money,  by  a 
fall  in  j rices.  These  changes  in  the  value  of  gold  and  silver  are 
entirely  i ndependent  of  the  cost  of  production. 

The  ( ost  of  production  of  the  precious  metals  can  only  influence 
their  vali  le  in  the  long  run,  and  that  insomuch  as  it  has  the  power  to 

* “ W(  re  an  ounce  of  gold  to  fall  to  one-tenth  of  its  present  cost  of  production, 
or  to  cost  t ?n  times  as  much  labour  as  it  does  now,  still,  while  the  regulations  of  the 
Mints  are  unaltered,  it  will  be  worth,  as  now,  £3.  17tf.  lOW.” — Edinburgh  Review, 
Vol.  84,  p.  326. 
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limit  or  increase  the  amount  produced.  Let  us  suppose  that  t e 
vatioii  of  an  ounce  of  gold  from  a mine  costs  double  what  it  no\\  t ocs  , 
the  majority  of  mines,  commencing,  of  course,  with  the  pooiea  , 
would  be  abandoned.  The  monetary  stock  would  diminish,  and  prices 
would  fall.  The  value  of  gold  would  increase.  But  this  fall  in  the 
price  of  everything,  including  also  labour,  would  probably  diminish  the 
cost  of  excavation  and  allow  of  the  abandoned  mines  being  reopenec  . 
If,  on  the  other  hand,  precious  metals  could  be  obtained  at  a less  cost, 
it  would  probably  happen  that  a larger  quantity  would  be  extracted 
from  the  mines  and  a diminution  of  their  value  ensue,  men 

would  manifest  itself  by  a rise  in  prices.  i 

At  all  events,  this  influence,  never  other  than  feeble,  which  the  in- 
crease or  diminution  of  the  cost  of  production  can  exercise  over  the  \ a ue 
of  gold  and  silver,  has  been  often  counteracted  or  annulled  by  circum- 
stances other  than  those  we  have  previousl}’  mentioned.  I irstl} , inone} , 
gold  and  silver,  cannot  be  regarded  as  corn,  coal,  or  suchlike  commoui- 
ties.  One  cannot,  at  will,  secure  any  amount  of  gold.  ^ Mines  must  e 
found  to  be  worked,  and  these  mines  are  very  rapidly  exhausted. 
During  the  first  fifty  years  of  this  century,  the  value  of  gold  rose  con- 
siderably without  occasioning  any  corresjiondiiig  growth  in  the  ainoun 
produced.  The  discovery  of  the  placers  of  California  and  Austialia 
increased  extraordinarily  the  annual  produce  of  the  yellow  metal.  This 
abundance  of  gold  and  the  great  diminution  of  the  cost  of  production 
at  the  gold  fields,  occasioned  but  a transitory  fall  in  its  value  ; indeed, 
the  price  of  gold  very  quickly  regained  its  previous  level,  as  I hav  e 
already  endeavoured  to  prove;  and  this  was  due  to  the  fact  of  theie 
being  fresh  demands  for  it, — a necessary  consequence  of  the  extraoi- 
dinary  activity  of  commerce  and  industry  all  over  the  world. 

Another  consideration  which  must  not  be  overlooked  is,  that  wliile 


ordinary  commodities  are  more  or  less  rapidly  consumed,  the  precious 
metals  are  preserved  and  accumulate.  Therefore,  a ditference  in  the 
annual  production,  unless  it  were  to  continue  during  a prolonged  period, 
would  have  a scarcely  perceptible  influence  on  their  value,  lor  this  influ- 
ence would  become  deadened  on  losing  itseK  in  the  immense  monetary 

stock,  the  result  of  the  labour  of  centuries. 

History  proves  that  the  value  of  gold  is  not  at  all  regulated  by  the 
abundance  of  production,  as  economists,  following  Lord  Liverpool, 
generally  affirm.  The  latter  writes  in  his  famous  book,  I he  Coins 
of  the  Eealm,”  chap.  iii.  “ This  variation  (in  tlm  value  of  gold  and 
silver)  is  occasioned  by  the  greater  or  less  quantity  that  may  happen 
to  be  at  difierent  times  in  the  market  or  in  circulation.  e will  nov, 

show  that  this  affirmation  is  contradicted  by  facts,  and,  if  this  be  the 
case,  as  a reduction  in  the  cost  of  production  can  only  alfect  value  by 
increasing  the  production,  we  think  the  error  of  the  thesis  of  Mi. 
Bonamy  Price,  “ The  gold  hugs  ly  means  of  its  cost  of  production^''  wiU 

then  be  clearly  proved.* 

The  value  of  gold  in  past  centuries  can  be  estimated  by  comparing 
it  with  that  of  silver;  for,  until  the  year  1816,  silver  was  everywhere 
the  principal  standard,  and  the  common  measure  of  value.  It  wdll  be 
seen,  by  the  figures  given  below  and  borrowed  from  Dr.  boetbeer. 


* “How  Money  does  its  work”  : a Reply  to  M.  de  Contemporary 

Review,  1st  Feb.,  1882. 
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that  :he  value  of  the  precious  metals  is  in  no  way  determined  by  their 
quantities,  i.e.,  by  the  cost  of  production,  but  solely  by  the  prices 
iixed  at  the  mints  of  the  prejionderatiiig  countries.* 


^Iverage  annual  production  in  millions  of  German  marlcs  {a  mark  is 

loorth  about  a shilling) 


1561-80.  1581-1600.  1601-20.  1621-40.  1641-60.  1661-80.  1681-1700. 


Gold  

Silvei  

Relat  ve  value  of 
g-ol  I to  silver  . . ) 


19  . . 20  . . 23  . . 23  . . 24  . . 25  . . 30 

63  ..  75  ..  76  ..  70  ..  65  60  ..  61 

11-50  ..  11-80  ..  12-25  ..  14-00  ..  14-50  ..  15-00  . 14-96 


^Te  see  that  from  1561  to  1600,  the  annual  production  of  silver 
rose  from  53  to  75  millions  of  marks;  while  that  of  gold  remains 
almost  stationary.  The  value  of  silver  ought  to  have  fallen.  It  did 
not,  lowever,  do  so,  for  the  relative  value  of  gold  only  rose  from  1 1’50 
to  11-80. 

Irom  1600  to  1700  the  production  of  silver  diminished:  it  fell 
from  76  to  61  million  marks,  while  that  of  gold  rose  from  20  to  30 
milli  )n  marks.  The  value  of  silver  should  therefore  have  increased, 
and  hat  of  gold  comparatively  have  diminished.  We  see,  however, 
inste  id  of  this,  that  the  value  of  gold  rises  from  11-80  to  14-96.  The 
cost  :'or  the  production  of  gold  must  have  fallen,  as  the  produce  was 
more  abundant.  Why,  then,  has  its  value  so  increased  ? Because 
the  yiint  indentures  of  difierent  States  fixed  a higher  value  on  it. 
Ai'e  economic  laws  at  fault  here?  Not  at  all;  but  they  have  been 
badly  expounded  by  economists.  It  is  the  outlet  of  those  insatiable 
consi  imers.  Mints,  which  has  brought  about  the  rise  in  the  value  of 
gold 

I'uring  the  18th  century,  the  production  of  silver  enormously  in- 
creased, thanks  to  the  facility  with  which  the  rich  mines  of  Mexico 
were  able  to  be  worked.  According  to  the  theory  of  the  cost  of  pro- 
duction of  Mr.  Bonamy  Price,  the  value  of  silver  ought  to  have 
lessened.  The  contrary  took  place.  Here,  again,  I borrow  the 
figurss  of  Dr.  Soetbeer,  which  are  generally  admitted  to  be  the  most 
accin  ate  we  have  : — 


Average  annual  production  in  millions  of  German  marks. 


Gold  

Silver  

Ratio  1 between  gold 
and  silver  


1701-20. 

1720-40. 

35 

53 

46 

77 

15-27  .. 

15-09 

and 

and 

15-15  .. 

15-07 

1741-60. 

68 

95 

14-93 

and 

14-50 


1761-81.  1781-1800. 

57  49 

117  158 

14-81  ..  14-76 

and  and 

14-64  ..  15-42 


Thus,  from  1700  to  1800,  the  production  of  gold  increased  very  little 
— frc  m 35  to  49  millions  of  marks  ; while  that  of  silver  grew  enor- 
mous ly — from  64  to  158  millions;  and,  at  the  same  time,  until  the 
year  1780,  the  relative  value  of  gold  fell,  and  that  of  silver  rose.  A 
kilo  ef  gold  (about  2 lbs.),  which  was  worth,  in  1700,  15-27  kilos  of 
silve: , would  only  fetch  14-76  in  1780.  If  gold  in  1800  attained  the 


* !dr.  Bonamy  Price  objects  to  these  figures,  that  they  do  not  relate  to  the  cost 
of  prciuction.  But,  as  proved  by  Stuart  Mill,  a change  of  the  cost  of  production 
of  thf  precious  metals  acts  only  by  increasing  or  decreasing  their  quantity.  So  if 
we  ca  1 show  that  a change  in  the  quantity  of  gold  and  silver  has  no  effect  on 
their  i alue,  the  same  may  be  said  of  the  cost  of  production. 
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ratio  of  1 to  15-42,  it  was  on  account  of  the  French  Minister,  De  Calonne, 
having  established  a ratio  of  1 to  15^,  which  was  higher  than  the  value 
known  as  the  commercial  value,  and  determined,  before  this  date,  by 
the  price  at  the  English  Mint. 

Facts  which  occurred  subsequently  to  the  year  1850,  give  a still 
more  formal  contradiction  to  the  theory  which  asserts  that  the  value 
of  the  precious  metals  depends  on  the  cost  and  amount  of  production. 
The  average  annual  production  of  gold  which  was,  from  1840  to  1850, 
about  £2,800,000,  rises  suddenly  after  1850  to  £32,000,000,  or  to  an 
average  of  about  £28,000,000  for  the  period  1850-60.  In  the  twenty- 
five  years  following  1850,  more  gold  is  produced  than  in  the  358 
years  between  1493  and  1850.  What  a prodigious  change  in  all  the 
elements  of  production  of  this  metal ! If  the  theory  of  Mr.  Bonamy 
Price  be  correct,  its  value  ought  to  decrease  enormously.  But  no. 
- The  ratio  of  gold  to  silver  scarcely  changes.  From  1851  to  1875  it  is 
quoted  at  15-53.  Thus  we  see  that  the  diminution  in  the  cost  of  pro- 
duction and  the  more  than  extrordinary  growth  of  |)roduction  pro- 
duced no  effect  on  the  relative  value  of  gold. 

' - These  facts  give  a decisive  negative  to  the  theories  of  economists  ; 

but  they  are  in  strict  accordance  with  true  economic  laws.  Let  us 
suppose  an  unlimited  demand  for  any  commodity  at  a fixed  price. 
This  price  will  of  necessity  be  forced  upon  the  market.  The  free 
j coinage  of  a monetary  metal,  at  a price  fixed  by  the  Mint,  constitutes 

an  unlimited  demand  for  that  metal : the  price  of  the  Mint  will 
^ become  consequently  the  established  price,  if  the  circulation  be  suffi- 

! ciently  powerful  to  absorb  all  that  is  produced.  In  the  event  of  the 

I production  increasing  ver}'  considerably,  all  that  could  ensue  would  be 

a depreciation  of  the  monetary  units,  and  consequently  a rise  in  prices. 
4 Stuart  Mill  stated  and  proved  the  following  principle  : “ Alterations 

1^  in  the  costs  of  production  of  the  precious  metals  do  not  act  upon  the 

value  of  money  except  just  in  proportion  as  they  increase  or  diminish 
its  quantity,  which  cannot  be  said  of  any  other  commodity.”* 

It  is  now  time  to  examine  if  a rise  or  fall  in  prices  is  always  in 
proportion  to  the  growth  or  diminution  in  the  quantity  of  money. 
This  is  what  German  economists  call  the  ‘‘  Quantitdts  Theoried' 

I borrow  also  from  Stuart  MiU  the  statement  of  this  theory  : “ The 
' ' value  of  money,  the  other  things  being  the  same,  varies  inversely  as 

its  quantity,  every  increase  of  quantity  lowering  the  value,  and  every 
diminution  raising  it  in  a ratio  exactly  equivalent.  The  great  Homan 

(jurist,  Paulus,  already  understood  this  law,  when  he  said,  speaking 
of  money,!  “ Usum  dominiumque,  non  tam  ex  substantia  prcebet,  quam 

* “Principles  of  Political  Economy,”  People’s  Edition,  p.  306. 
t The  passage  from  Paulus,  -vv-hence  these  -words  are  quoted,  so  admirably  sums 
up  the  -whole  monetary  theory,  that  we  think  we  cannot  do  better  than  reproduce 
it  in  its  entirety: — “ Origo  emendi  vendendique  a permutationibus  caepit.  Olim 
enim  non  erat  nummus ; neque  aliud  Merx,  aliud  Pretium  vocabatur ; sed  unus- 
quisque,  secundum  necessitatem  temporum  ac  rerum,  utilibus  inutilia  permutabat ; 
quando  plerumque  evenit  ut  quod  alteri  superest,  alteri  desit.  Sed  quia  non  semper 
nec  facile  concurrebat,  ut,  quum  tu  haberes  quod  ego  desiderarem,  invicem  haberem 
quod  tu  accipere  velles,  electa  materia  est,  cujus  publica  ac  perpetua  estimatio 
difiicultatibus  permutationum,  aequalitate  quantitatis  subvenerit : eaque  materia 
forma  publica  percussa,  fisum  dominiumque,  non  tam  ex  substantia  praebet,  quam 
ex  quantitate.  Nec  ultra  Merx  utrumque ; sed  alterum,  Pretimn  vocatur.” — 
Diy.  xviii.  1. 
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ex  q\'.antitatey  M.  Cernusciii  has  given  expression  to  the  same  idea, 
■with  his  usual  precision,  in  the  Proposals  wiiich  he  submitted  to  the 
Moudary  Congress  of  1881: — “Money  is  a legal  and  mathematical 
value:  legal,  for  the  material  from  which  it  is  made  is  fixed  upon  by 
legis.ators,  and  its  enforced  currency  is  also  imposed  by  them;  mathe- 
mati  *al,  for  the  value  of  money  varies  inversely  as  its  mass — that  is  to 
say,  as  the  quantity  existing.”  This  theory  is  correct  if  we  add  to  it, 
as"  Smart  Mill  did,  cateris  parihus,  or  “ the  other  things  remaining  the 
samt.”  If,  referring  to  Hume’s  hypothesis,  we  imagine  that,  one 
mori  ing,  everjmne  wakes  up  finding  in  his  pocket  twice  as  much  cash 
as  tie  day  before,  it  is  certain  that  every  commodity  would  be  worth 
twic<  I as  much,  for  each  one  could  offer  twice  as  much  cash  in  order  to 
obta  n what  he  wanted.  But  the  “ quantity  monetary  theory  ” is  con- 
tradiotedby  facts,  if  other  things  do  not  remain,  the  same.  Now,  many 
circumstances  may  alter.  For  instance:  Firstly,  the  circulation  of 
mon<  >y  may  become  more  rapid,  and,  consequently  each  coin,  operating 
mort  exchanges,  the  quantity  of  money  may  be  reduced,  without  any 
prop  irtionate  fall  in  prices  occurring.  Seciindly,  a similar  effect  is 
prod  iced  if  money  is  replaced  by  means  of  cvedit.  Here,  again,  the 
quar  tity  of  money  may  diminish,  or  the  number  of  exchanges  increase, 
with  )ut  being  followed  by  a fall  in  prices.  So  it  is  weU  known  that 
in  E igland  and  America  nine-tenths  of  all  the  great  transactions  are 
settL  id  by  credit  and  banking.  Thirdly  and  finally,  an  iucrepe,  even 
very  great,  in  the  quantity  of  money  does  not  produce  a rise  in  prices, 
if  its  effects  be,  as  is  generally  the  case,  to  stimulate  the  creation  of 
fresh  enterprises,  and  thus  to  increase  the  amount  of  merchandise  to 
be  e;:changed  and  transactions  to  be  settled. 

'\^e  see  now  in  what  way  facts  contradict  the  maxim  generally 
acce')ted  in  England,  and  thus  stated  by  Mr.  Bonamy  Price:  “The 
marl  :et  value  of  the  sovereign  is  what  it  cost  to  produce.”  As  Mill  has 
prov  3d,  the  cost  of  production  of  the  precious  metals  does  not  act  upon 
the  > alue  of  money  except  in  proportion  as  it  increases  or  diminishes 
its  q lantity.  In  its  turn,  the  quantity  of  money  does  not  influence  the 
valu' ),  save  in  a manner  by  no  means  mathematical,  rather  irregular, 
and  Tequently  in  total  opposition  to  anything  the  “ quantity  theory  ” 

woul  d have  led  one  to  contemplate. 

I now  approach  the  question  which  is  occasioning  such  lively  dis- 
cussion at  the  present  time.  Should  money  legal  tender  be  made  of 
only  one  metal,  or  can  it  be  made  of  either  gold  or  silver,  a ratio  of 
valu  3 between  these  two  metals  being  fixed  by  law  ? Until  quite  re- 
cent] y the  question  had  been  very  little  studied  in  England,  and 
opin  ons  there  were  almost  unanimously  in  favour  of  a single  metal — 
i.e.,  gold  monometallism.  Lord  Liverpool’s  book,  “ The  Coins  of  the 
Keaim,”  was  considered  decisive  authority,  and,  in  all  respects,  it 
well  deserved  to  be  so.  Both  theoretical  arguments  and  historical 
facts  are  there  clearly  and  perfectly  stated.  I will  endeavour  to 
prov  3 from  the  premises  of  Lord  Liverpool,  and  of  other  authors 
who]  a he  quotes  in  his  work,  that  a bimetallic  coinage  is  better  cal- 
culat  ed  to  fulfil  the  conditions  necessary  to  a good  legal  tender  than  a 
mon<  metallic. 

^/hen  Lord  Liverpool,  contrary  to  universal  custom,  reduced 
Engl  and  to  the  exclusive  adoption  of  gold  as  money,  he  was  guided 


by  two  chief  considerations.  The  first,  borrowed  from  Petty,  Locke, 
and  Harris,  was  this:  It  is  impossible  to  establish  a fixed  ratio 
between  two  sorts  of  merchandise,  gold  and  silver;  therefore,  in 
accepting  these  two  metals  at  a time  as  legal  tender,  we  run  a double 
risk  of  variations  in  its  value.  The  second,  which  Lord  Liverpool 
gathered  chiefly  from  the  monetary  history  of  England,  is  as  follows  : 
It  is  impossible  to  maintain  two  metals  in  circulation.  The  most 
sought  after  is  exported  abroad  or  melted  by  industry.  This  law  is 
what  is  called  the  Gresham  law,*  which  might  also  be  named  “the 
law  of  alternation.” 

The  following  are  Lord  Liverpool’s  authorities  : — 

Sir  William  Petty  (“  Political  Anatomy  of  Ireland,”  chap,  xi.) 
observes,  ‘ ‘ that  money  is  understood  to  be  the  uniform  measure  of 
the  value  of  all  commofeies,”  and  then  adds,  “ that  the  proportion  of 
value  between  pure  gold  and  fine  silver  alters,  as  the  earth  and  in- 
dustry of  men  produce  more  of  one  than  the  other,  so  there  can  be 
but  one  of  the  two  metals  of  gold  and  silver  to  be  a fit  matter  for 
money.” 

Locke  says  “ that  two  metals — that  is,  gold  and  silver — cannot  be 
the  measure  both  together  in  any  country,  because  the  measure  of 
commerce  must  be  perpetually  the  same,  invariable,  and  keeping  the 
same  proportion  of  value  in  all  its  parts.” 

Mr.  Harris  says,  “that  one  only  of  these  metals,  gold  or  silver,  can 
be  the  money,  or  standard  measure  of  commerce,  in  any  country  ; for 
the  standard  measure  must  be  invariable,  and  keep  the  same  propor- 
tion of  value  in  all  its  parts.” — (“  The  Coins  of  the  Eealm,”  Bank  of 
England  edit.,  p.  129.) 

Lord  Liverpool  allows  that  gold,  as  well  as  silver,  varies  in  value, 
and  that  “coins,  on  that  account,  are  an  imperfect  measure,  though 
they  are  made  of  one  metal  only.”  “But,”  says  he,  “if  coins  are 

• ‘ ‘ Gresham  law  ’ ’ had  already  been  observed  in  Greece.  Aristophanes  speaks 
of  it  very  wittily  in  his  comedy,  “The  Frogs.”  During  the  extreme  distress  caused 
by  the  Peloponnesian  war,  Athens  had,  for  the  first  time,  issued  a debased  gold 
coinage  ; the  consequence  was  that  the  good  money  immediately  disappeared  from 
circulation.  Aristophanes  (“  Frogs,”  665}  says  : “The  State  has  very  often  appeared 
to  us  to  be  placed  in  the  same  position  towai’ds  the  good  and  noble  citizens  as  it  is 
in  regard  to  the  old  currency  and  the  new  gold.  For  we  make  no  use  at  all,  either 
at  home  or  abroad,  of  those  "which  are  not  adulterated  but  the  most  beautiful  of  all 
money  as  it  would  seem,  which  are  alone  well  coined  and  ring  properly,  but  of  this 
base  copper,  struck  only  yesterday,  and  recently,  of  a most  "villainous  stamp.  And 
such  of  the  citizens  as  we  know  to  be  well  born  and  prudent,  and  honourable  gentle- 
men and  educated  in  the  palsestra  and  chorus  and  liberal  knowledge,  we  insult;  but 
the  impudent  and  foreigners,  and  the  base  bom,  and  the  rascals,  and  the  sons  of 
rascals,  and  those  most  recently  come,  we  employ.”  Sir  Thomas  Gresham  was  a 
rich  merchant  of  the  City  of  London,  a mercer  who  negotiated  Flemish  loans  for 
Henry  VIII.  and  for  Elizabeth.  He  interested  himself  greatly  in  monetary  matters, 
and  gave  very  sound  advice  to  the  Queen  on  this  subject.  He  remarked  that  good 
and  bad  coin  cannot  circulate  together,  and  that  the  good  coin  is  always  withdra-wn 
from  the  circulation,  where  speculators  in  the  precious  metals  leave  only  the  bad. 
Vide  “The  Life  and  Times  of  Sir  Thomas  Gresham,”  by  John  William  Burgon; 
and  “ Dictionary  of  Political  Economy,”  p.  46,  by  McLeod.  Vide  “ Aristophanes.” 
Montesquieu  states  the  facts  observed  by  Gresham,  but  without  knowing  their 
cause  : “ L’or  disparait  quand  1’ argent  est  commun,  parceque  chacun  en  a pour  le 
cacher  ; il  reparait  quand  1’ argent  est  rare  parcequ’on  est  obhge  de  le  retirer  de  ses 
retraites.  C’est  done  une  regie  : I’or  est  commun  quand  1’ argent  est  rare,  et  I’or 
est  rare  quand  I’argeut  est  commun.” — Esprit  des  Loix,  liv.  xxii.  chap.  70. 
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mace  of  two  of  these  metals,  a second  imperfection  is  then  intro- 

in  successive  periods,  vary  in 

vake  with  respect  to  each  other.” 

.hus,  what  causes  Lord  Liverpool,  and  the  authorities  he  quotes 
— Locke,  and  Harris — to  prefer  a monometallic  coinage,  is  the 
opii  ion  that  a legal  tender  of  only  one  metal  is  more  stable  in  value. 
Stal  ility  in  the  value  of  money  is  its  most  essential  quality.  Both 
Aristotle  and  I^ocke  recognized  this  : lh.6  )fieasuT6  of  coimnevcB  must  he 

perp  dually  the  same,  and  invariahle.'" 

"[  .Lis  ideal  of  permanent  value  being  unattainable,  as  Lord  Liver- 
pool himself  admits,  the  next  point  to  examine  is  which  legal  tender 
appi oaches  nearest  to  it,  bimetallic  or  monometallic?  We  may  say,  at 
the  present  time,  that  it  is  a scientific  truth,  demonstrated  by  both 
arguments  and  facts,  that  a legal  tender  formed  of  two  precious 
metsls,  gold  and  silver,  is  more  stable  in  value  than  one  formed  exclu- 
sive! y of  either  gold  or  silver.  This  truth  was  clearly  set  forth  in  1 809 
by  dam  Muller  in  his  book,  “Elemente  der  Staat  Kunst.”  It  was 
still  nore  plainly  demonstrated  by  Sismondi,  in  1827,  in  his  “Nouveaux 
Prill  apes  d’Economie  Politique,”  t.  ii.,  p.  60.  These  two  authors 
mak<  > use  of  a comparison  often  reproduced  since,  that  of  the  ‘ ‘ coin- 
pens  ited  pendulum.” 

“ The  way,”  says  Sismondi,  “to  diminish  the  chances  of  fluctuation 
in  th3  value  of  money  is  to  employ  gold  and  silver  simultaneously,  as 
common  measure,  and  to  establish  a legal  jiroportion  between  them. 
In  tl  e same  way,  in  order  to  have  a pendulum  unvarying  in  length, 
the  lods  are  made  of  different  metals,  so  that  the  expansion  of  one,' 
prod  iced  by  heat,  may  be  counteracted  by  that  of  another,  and  thus  the 
equilibrium  is  maintained.”  The  essential  truth  which  governs  the 
whol)  monetary  question  has  been  demonstrated  by  Mr.  Jevons, 
aided  by  diagrams  and  comparisons,  with  a clearness  which  defies  ali 
dispu  te : — 

“ in  the  first  place,”  remarks  Mr.  Jevons,  “ I have  no  doubt  whatever  that  M. 
Wolovski  is  theoretically  quite  correct  in  what  he  says  about  the  compensatory 
action  of  the  double  standard  system.  English  writers  seem  completely  to  have  mis- 
underf  tood  the  question,  asserting  that  the  system  exposes  us  to  the  extreme  fluctu- 
ations of  both  metals.”  [Here  Mr.  Jevons  inserts  his  diagram,  showing 
that  tl  e fluctuations  in  value  of  both  metals,  taken  together,  do  not  proceed  to  so 
great  an  extent  as  those  of  either  gold  or  silver.  A.nd  then  he  goes  on  sayin^r] 
“Nor  is  this  the  whole  error  of  English  writers;  a little  reflection  must  show 
that  ]\^  M.  Wolowski  and  Courcelle-Seneuil  are  quite  correct  in  urging  that  a com- 
pensatt  ry  or,  I should  prefer  to  call  it,  equilibratory  activn,  goes  on  under  the  Erench 
currenjy  law,  and  tends  to  maintain  both  gold  and  silver  more  steady  in 
value,  than  they  would  otherwise  be.  Imagine  two  reservoirs  of  water,  each 
subjec  to  independent  variations  of  supply  and  deniand.  In  the  absence  of  any 
connecing  pipe,  the  level  of  the  water  in  each  reservoir  will  be  subject  to  its  own 
fluctua  tions  only.  But  if  we  open  a connection,  the  water  in  both  will  assume  a 
certain  mean  level,  and  the  effect  of  any  excessive  supply  or  demand  will  be  dis- 
tribute i over  the  whole  area  of  both  reservoirs.  The  mass  of  the  metals,  gold  and 
silver,  jirculating  in  Western  Europe,  in  late  years,  is  exactly  represented  by  the 
water  in  these  reservoirs,  and  the  connecting  pipe  is  the  Erench  law  of  the  7th 
Germii  al.  An  XI,  which  enables  one  metal  to  take  the  place  of  the  other  as  an 
unlimil  ed  legal  tender.” — Money,  pp.  137-140. 

Al  other  example  may  serve  to  demonstrate  the  general  principle 
that  t he  price  of  two  sorts  of  merchandise,  which  can  replace  each 
other,  will  be  steadier  than  that  of  a merchandise  without  a sub- 
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stitute.  For  instance,  m a country  where  the  nourishment  is  both 
rye  and  ^’heat,  the  price  of  food,  and  even  the  price  of  each  of  these 
cereals,  will  be  less  subj  ect  to  variation  than  in  a country  where  the 
consumption  is  entirely  of  one  or  the  other. 

.u  wu  concerning  the  production  of  gold  and  silver  prove 

that  the  comparison  made  by  Mr.  Jevons  is  perfectly  exact.  Tlie 
table  of  figures  reproduced  at  the  foot  of  this  page  shows  that  the 
production  of  either  gold  or  silver,  taken  separately,  is  subject  to  verv 
great  and  frequent  fluctuations,  while  that  of  the  two  metals,  taken 
together,  gives  a remarkably  stable  total.'^  If  there  exist  in  the 

Hno  ’ ""Vr  supposed,  a stock  of  precious  metal  amounting  to 

2 000  miUions  sterling,  half  gold,  hak  silver,  it  is  evident  that  the  vari- 
ations in  the  annual  productions  would  have  less  influence  on  the  value 
ot  money,  and  consequently  on  prices,  if  the  monetary  stock  were 
ormed  of  2 000  millions,  gold  and  silver  together,  instead  of  1,000 
mi  hons  either  gold  or  silver.  For  instance,  in  comparing  the  year 

^ V?  production  of  gold  increased  sixfold, 

while  that  of  the  two  metals  combined  only  tripled.  All  economists 

agree  in  admitting  that  if  in  1850,  the  gold  standard  had  been  iufoi-ce 


* Annual  production  of  Gold  and  Silver  from  1849  to  1879,  accordiny  to  English  and 

American  Statistics. 
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Gold. 

£ 

\ 

Silver. 

- 

^ 1 

Total. 

O 1 

1849 

1850 

1851 

1852 

1853 

1854 

1855 

1856 

1857 

1858 

1859 

1860 
1861 
1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 


5.420.000 

8.890.000 

13.520.000 

26.550.000 

31.090.000 

25.490.000 

27.015.000 

29.520.000 

26.655.000 

24.930.000 

24.970.000 

23.850.000 

22.760.000 

21.550.000 

21.390.000 

22.600.000 

24.040.000 

24.220.000 

22.805.000 

21.945.000 

21.245.000 

21.370.000 

21.400.000 

19.920.000 

19.240.000 

18.150.000 

19.500.000 
19,000,000 

19.400.000 
19,000,000 
19,000,000 


7,800,000 

7.800.000 
8,000,000 

8.120.000 
8,120,000 
8,120,000 
8,120,000 
8,130,000 
8,130,000 

8.130.000 

8.150.000 

8.160.000 

8.540.000 

9.040.000 

9.840.000 

10.340.000 

10.390.000 

10.145.000 

10.845.000 

10.045.000 

9.500.000 

10.315.000 

12.210.000 

13.050.000 

17.850.000 

14.300.000 

16.100.000 

14.800.000 

16.200.000 

17.000. 000 

16.000. 000 


13.220.000 

16.690.000 

21.520.000 

34.670.000 

39.210.000 

33.610.000 

35.135.000 

37.650.000 

34.785.000 

33.060.000 

33.120.000 

32.010.000 

31.300.000 

30.590.000 

31.230.000 

32.940.000 

34.430.000 

34.365.000 

33.650.000 

31.990.000 

30.745.000 

31.685.000 

33.610.000 

32.970.000 

37.090.000 

32.450.000 

35.600.000 

33.800.000 

35.600.000 

36.000. 000 

35.000. 000 
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in  aU  civilized  countries,  tlie  increase  in  the  |>roduction  of  gold,  from 
£5,4:  :0, 000  in  1849,  to  £31,090,000  in  1853,  would  have  occasioned 
consiierable  disturbance  everywhere,  while,  thanks  to  French  bi-metal- 
ism,  :he  effect  of  this  sudden  increase  was  very  much  neutralized.  As 
M.  Michel  Chevalier  proved,  by  a very  just  comparison,  the  unlimited 
coinj  ge  of  gold  and  silver  in  France  acted  as  “ a parachute.” 

I 1 conclusion,  Lord  Liverpool  was  right  in  seeking,  above  all  else, 
stabi  ity  in  the  legal  tender ; only  at  the  present  time  it  has  been 
scien  ;itically  proved  that  this  is  more  easily  attainable  with  a double 
than  with  a single  standard. 

The  second  motive  which  induced  Lord  Liverpool  to  advise  the 
adop  ion  of  a single  standard  had  better  foundation.  It  was,  as  we 
have  previously  stated,  the  Gresham  law,  or  “law  of  alternation,” 
whic  1 means  that  when  gold  and  silver  are  simultaneously  in  use  as 
moiK  y,  the  depreciated  metal  only  remains  in  circulation.  At  the 
peric  d from  which  Lord  Liverpool  deduces  Ids  historic  examples,  the 
diffe-  -ent  countries  were  constantly  modifying  and  changing  the  ratio  of 
value  between  gold  and  silver,*  and  the  result  of  this  was,  that  a 
coun  :ry  where  the  two  metals  were  allowed  to  be  freely  coined  was 
liabl  5 to  lose  all  she  possessed  of  either  which  had,  for  the  time  being, 
the  1:  igher  value  at  foreign  Mints.  Lord  Liverpool  proves,  by  referring 
to  th  3 monetary  history  of  England,  that  the  Gresham  law  has  in  fact 
been  a reality.  At  the  beginning  of  the  reign  of  James  I.  gold  was 
valui  ‘d  too  low,  and  was  consequently  exportt  d.  This  monarch  then, 
by  SI  iccessive  proclamations,  raised  the  value  of  gold  in  his  coins,  so 
that  the  silver  coins  were,  in  their  turn  exported.  In  1663,  under 
Chailes  II.,  when  a new  estimate  was  made  of  the  relative  value  of 
gold  and  silver  at  the  English  Mint,  that  of  gold  was  underrated  ; but 

♦ Here  are  some  examples  of  variations  in  the  ratio  of  value  between  gold  and 
silver  produced,  not  by  trade,  as  is  generally  imagiued,  but  by  the  indentures  of 
the  3 lint.  Spain,  who,  in  the  sixteenth  century,  adopted  the  ratio  of  1 to  13|, 
raise!  it  in  1730  to  16.  The  result  was  that  silver,  being  estimated  at  a lower 
value  than  elsewhere,  was  exported,  and  was  always  at  a premium  of  even  6 per 
cent.  To  remedy  this,  the  ratio  was  lowered  to  14-j*jV»  then  raised  again  to 
16  in  1779.  In  the  Netherlands,  the  ratio  was  IG  in  1589,  12^  towards  the  year 
1640,  14iVt)  in  1663,  and  14^  towards  the  eighteenth  century.  In  France  the 
ratio,  which  was  1 to  11‘88  in  1602,  was  raised  in  1631  to  13‘62,  in  1679  to  14-91, 
andfnally  in  1785  Calonne  fixed  it  at  15-50.  Calonue  himself  explains  that  the 
ratio  existing  in  France  was  more  unfavourable  to  gold  than  that  of  15^  which 
was  1 he  market  value,  and  so  gold  being  exported,  in  order  to  call  it  back  he  pro- 
poses fixing  it  at  15^.  What  he  calls  the  commercial  price  is  the  price  fixed  by  the 

Engl  sh  Mint.  • -r.  i i 

F )rmerly  the  Gresham  law  could  act  but  slowlj , because,  save  in  England, 

coina  ^e  was  not  free.  Depreciated  metal  could  not  therefore  be  brought  into  any 
coun1  ry  to  be  made  into  money,  the  more  valuable  metal  taken  out  in  exchange. 
In  1C  79  Colbert  decreed  the  coinage  of  the  two  metals  in  France,  the  Mint  giving, 
weig  it  for  weight,  cash  for  gold  or  silver  ingots.  But  this  measure,  which,  accord- 
ing t ) Leblanc,’ attracted  unexampled  quantities  of  gold  and  silver  to  the  country, 
was  etracted  in  1869.  M.  Cemuschi  has  clearly  demonstrated  that  two  bimetallic 
syste  ns,  with  a different  ratio  between  gold  and  silver,  cannot  coexist.  Silver 
woul'  I accumulate  in  the  country  where  it  is  estimated  the  highest,  and  gold  in  the 
other  For  instance  the  United  States,  having  adopted  a different  ratio  from  that 
jjj  £q]  Ijj  France,  first,  in  1786,  that  of  1 to  15.  theii,  in  1834,  1 to  16,  had,  in  the 
first  1 )lace,  nothing  but  silver,  and  afterwards  nothing  but  gold.  Vide  “ Bimetallism 
in  England  and  Abroad : Letter  to  Henry  Hucks  Gibbs,”  by  H.  Cemuschi,  1879, 

p.  8. 
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gold  was  received  at  a higher  rate,  so  it  remained  in  circulation.  After 

nt  u 5-^b  of  William  III.,  gold  was  estimate.l 

at  a higher  value  han  on  the  Continent,  so  the  new  silver  coins  were 

immediately  exported.  In  conformity  with  the  advice  of  Newton,  the 

^ lowei-ed  sixpence.  But  it  was  not  enough  to 

recall  silver.  Gold  remained  in  England  as  the  cheaper  metal',  and 
silver  was  smuggled  to  the  Continent  by  the  Dutch  as  the  dearer  metal, 
as  was  shown  in  a speech  in  the  House  of  Lords,  on  the  28rd  January, 

ioU  ’ proposed  to  lower  again  the  value  of 

Calonne  raised  in  France  the  ratio  lietween 
gold  and  silver  to  15^  gold  was  exported  to  Paris  and  silver  returned 
to  London.  To  stop  this,  under  the  influence  of  Lord  Liverpool,  the 
free  coinage  of  silver  was  prohibited  in  England,  in  1798,  till  the  Privy 

consider  all  the  questions  relating  to  the 

Fn^ltb  n f Kingdom.  This  summary  of 

English  moneta^^^  clearly  shows  the  power  of  the  Gresham  law, 

of  impossible  to  think 

of  determining,  by  international  treaty,  a fixed  ratio  of  value  between 

of  o^dd'  of  avoiding  the  alternative  withdrawals 

gold  and  silver  was,  as  Lord  Liverpool  maintained,  to  permit  the 

of  only  one  metal.  This  advantage  being  in  all  probability 
of  greater  practical  importance  than  the  maintaining  a steady  value  in 

metlliism  ^ Liverpool  was  not  wrong  in  recommending  moiio- 

.St  have  known  that  Newton  had  already  indi- 

cated the  means  of  maintaining  the  " equilibratory  ” action  of  tlio 
double  standard,  reinedying  at  the  same  time  the  difficulty  of  alterna- 
tion  entailed  by  the  Gresham  law.  These  means  are.  that  the  Min?s 

gold  between 

would  be  here  no  greater  demand  For  Slver  ftan  ?or  go”?toVe™Vd  ^ 

tion  to  export  silver  rather  than  gold  to  any  part  of  E^urone  ’’-Tfic  tempta- 

u M concernhuj  the  state  of  the^gokl  aud  ^rerclTus  1 71"  ^ 

As  long  as  gold  was  worth  I5-25  in  England  and  only  15  on  the 
Continent,  as  during  the  eighteenth  century,  the  flow  of  gold  must 
evidently  be  to  England  and  that  of  silve^  to  the  Continent  Tlfis 
result  was  as  inevitable  as  that  of  the  electric  battery,  which  attracts 
metal  towarcD  the  positive,  and  the  other  towards  the  negative  pole 
When,  m 1785,  France  adopted  the  ratio  of  1 to  15-50,  England  began 

iTTb  back  silver.  But  if  England  and  France 

had  both  adopted  the  ratio  of  15-50.  these  two  countries  would  have 

formed  but  one,  from  a monetary  point  of  view,  and  aU  reason  for  ex! 
Ce  dfsrCTe3.‘‘“^  P'-^f'^'-ence  to  the  other  would 

The  laws  of  universal  bimetallism,  as  expounded  bv  Newton  are 
no  less  mathematically  evident  than  the  law  of  gravitation  and  of 


universal  attraction.  If  all  the  principal  States  were  to  adopt  the 
same  ratio,  the  Newton  law  would  completely  put  an  end  to  the 
Greshan.  law.  These  are  truths  which  have  Ix-en  so  clearly  demon- 
strated n the  luminous  writings,  amongst  others,  of  M.  Cernuschi, 
that  the may  be  considered  as  acquired  by  economic  science,  and  he 
alone  will  attempt  to  deny  their  veracity,  who  has  never  taken  the 
pains  really  to  study  them. 

From  what  precedes,  I think,  we  may  tlra^v'  the  following  con- 
clusion. 

Cons  idering  that  th  e quality  Lejrd  Li verj)Ool  espt 'daily  wish  ed  to  secure 

to  mone was  steadiness  in  value ; that  this  steadiness  is  much  more 
easily  altainable  by  the  simultaneous  employment  of  gohl  and  silver; 
and  thai , at  the  present  flay,  the  inconveniences  arising  from  the  alter- 
nations of  the  Gresham  law  could  be  easily  remedied  by  an  interna- 
tional treaty,  it  follows  that  Lord  Liverpool  and  his  authorities,  Petty, 
Locke,  { nd  Hands,  would  now  declare  themselves  in  favour  of  a bi- 
metallic coinage,  for  precisely  the  same  reason  that  they  rejected  it  in 
their  tin  le. 

To  e.ucidate  this  question  as  completely  as  possible,  we  will  now 
examine  the  objections  which  have  been  raised  against  the  solution  we 
consider  the  best. 

The  ejuestion  of  a bimetallic  coinage  must  have  been  very  little 
discusse  ;1  in  England,  or  such  eminent  economists  as  Mr.  Bonamy  Price 
and  Mr.  Robert  Gilfen  would  not  put  forth  objections  orr  this  subject 
so  strange  that  they  quite  amaze  one.  According  to  Mr.  B.  Pdce,  if 
England  were  to  join  a monetary  union  with  1he  principal  civilized 
nations,  for  the  purpose  f)f  estabiishing  a legal  and  simultaneous  cir- 
culation of  both  gold  and  silver  with  a ratio  of  1 to  loL  the  following 
deplorable  results  would  ensue; — “First,  in  any  conceivable  case, 
many  si  Lver-producing  nations  would  be  left  out,  and  they  would  ruin 
the  projected  scheme.  They  would  make  silver  coins  for  all  the  Mone- 
tary Ur.  ion  States,  forged,  but  all  of  full  silver  weight,  introduce  them 
easily  i ito  these  countries,  and  deluge  them  v ith  these  coins,  with 
immens3  profit  to  themselves.”’^^  We  give  here  Mr.  Price’s  own 
words,  otherwise  it  would  be  hard  to  believe  tliat  srich  an  objection 
could  have  been  brought  forward.  Bimetallism  being  established, 
what  rnison  could  there  be  in  silver-producing  countries  niaking 
money  of  full  weight,  and  fraudulently  introducing  it  into  the  circula- 
tion of  he  Monetary  Union  ? Everywhere  in  the  United  States  and 
in  Europe,  the  Mints  would  coin  silver  in  unlindted  quantities  and  at 
its  full  value  of  60|  pence.  A false  coinage  would  entail  great  ex- 
T)ense,  ond  its  issue  would  not  be  unattended  "with  danger,  while  all 
the  Sta'  es  of  the  Monetary  Union  would  be  ready  to  receive  silver  at 
a price  as  high  as  fraud  could  obtain  for  it,  and  would  even  give  the 
money  in  return  almost  gratuitously.  It  would  be  a very  strange 
uuderUiking.  It  is  now,  when  Mints  are  closed  to  silver,  and  when, 
at  the  iame  time,  silver  pieces  are  standard  money,  as  is  the  case  in 
France,  that  the  danger  Mr.  Price  warns  us  of  really  exists,  for  by 
forging  these  pieces  15  or  16  per  cent,  could  be  made  ; as  silver  can  be 
bought  at  52  pence,  and  given  out  as  coin  at  60|  pence.  In  England,  the 
benSit  made  by  forging  shillings  and  half-crowns  might  be  still 

* “Tuyingand  Selling,”  Journal  of  the  Socictfj  of  Jrts,  May  6,  1881,  p.  531. 


greater.  If  the  Americans  do  not  make  shillings,  half-crowns,  and 
crowns,  now  that  silver  costs  52  pence,  what  inducement  would  there 
be  for  them  to  commence,  if  its  price  were  60  or  61  })ence,  and  when 
their  own  Mint  would  be  ready  to  pay  for  it  at  that  rate  ? The  truth 
is  then  quite  the  reverse  of  what  Mr.  Bonamy  Price  states.  The  danger 
of  false  coinage  which  exists  at  the  present  time,  on  acc'ount  of  the 
depreciation  of  silver  through  its  proscription,  Avould  entirely  disappear 
if  a free  coinage  were  reintrodiiced. 

According  to  Mr.  Bonamy  Price,  the  second  unfortunate  conse- 
quence of  the  free  and  simultaneous  coinage  of  the  two  metals  would 
be  that  “ all  goods  would  have  two  prices,  one  in  gold,  the  other  in 
silver,  and  this  last  would  varv  with  all  the  fluctuations  of  the  worth 
of  the  metal.”  The  learned  Oxford  professor  has  certainly  travelled 
in  France  or  Belgium,  in  Switzerland,  Spain,  or  Holland.  In  all  these 
countries  bimetallism  is  in  force.  All  debtors  and  buyers  can  j>ay  in 
either  gold  or  silver.  Are  there,  then,  two  prices  ? Not  at  all.  Let 
Mr.  Price  go  to  Paris  and  buy  ten  thousand  francs’  worth  of  goods, 
or  invest  a million  in  the  public  funds,  or  pay  his  bill  at  the  hotel,  no 
one  will  saj'  to  him,  “It  is  so  much;  but  if  you  pay  in  silver,  the 
price  is  different ; it  is  15  per  cent,  more.”  Mr.  Price  would  pay  in 
bank  notes,  if  for  a large  sum,  and  his  small  bills  in  gold  or  silver,  as 
he  prefers.  No  one  has  observed  fluctuations  in  the  white  metal  in 
F ranee.  India  and  England  alone  lose  by  the  exchange  of  silver.  In 
France,  as  in  England,  large  payments  are  made  in  bank  notes ; these 
notes  are  guaranteed,  for  the  greater  part,  by  the  stock  of  silver  at  the 
Banque  de  France.  No  one  objects  to  receive  it,  in  .spite  of  silver 
being  very  much  depreciated, — which  would  not  have  happened 
if  men  were  not  so  mad  as  to  proscribe  it,  although  it  is  endowed  in 
the  highe.st  degree  with  monetary  qualities. 

The  third  grievance  which  Mr.  Bonamy  Price  has  discovered  is  quite 
as  extraordinary  as  the  two  preceding  ones.  If  England,  says  he, 
were  to  adoj)t  bimetallism,  debts  would  be  paid  in  silver  shillings 
instead  of  sovereigns,  twenty  shillings  to  a pound  sterling ; and  the 
shillings  would  be  worth  much  less,  for  one  would  be  able  to  procure 
nearly  twenty-four  shillings  for  a gold  sovereign. 

The  eminent  professor  here  suj)poses  a state  of  things  which,  were 
it  really  to  occur,  would  be  a direct  contradiction  to  all  economic  laws 
— viz.,  that  silver,  being  worth  52  pence,  at  the  present  time,  should 
remain  at  the  same  price,  when  the  Mints  of  all  the  great  countries 
would  be  ready  and  willing  to  coin  it  at  60f  pence,  the  equivalent  of 
the  ratio  of  1 to  15^  which  is  supposed  to  be  adopted.  Is  it  not  in- 
consistent to  pretend  that  silver  would  not  rise  in  value  if,  instead  of 
being  proscribed  everywhere,  it  were  to  be  received  at  all  the  Mints  ? 
Mr.  Henry  Gibbs,  whom  Mr.  Bonamy  Price  esteems  so  highl}',  and 
justly  so,  states,  in  his  remarkable  work,  “ The  Double  Standard,” 
that  the  very  day  France  re-admits  the  free  coinage  of  silver  on  its 
ancient  footing  of  200  francs  the  kilogramme,  that  metal  will  rise  again 
to  its  former  price  in  the  London  market — i.e.,  to  60|  pence,  the 
equivalent  of  the  French  Mint  price.  AVhy  should  silver  be  sold  at  52 
pence,  when  in  Paris  nearly  61  could  be  obtained  for  it  ? As  free 
coinage  in  France  has  sufficed  during  seventy  years  to  maintain  silver 
at  a price  of  60  or  61  pence,  the  little  variations  being  occasioned 
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solely  l»y  the  fluctuations  in  the  exchange,  as  demonstrated  by  Mr. 
Ernest  Seyd,  is  it  not  absolutely  certain  that  this  price  would  be 
maintai  led  far  more  easily  if  all  the  greater  nations  were  to  agree  to 
it,  and  idopt  the  ratio  of  1 to  15^  ? 

But.  says  Mr.  Bonamy  Price,  by  adopting  the  ratio  of  1 to  15^, 
instead  of  1 to  18,  which  is  the  one  now  in  existence,  you  give  “ an 
excessi^e,  unnatural,  unreal,  and  purely  artificial  value  to  silver.” 
On  the  contrary,  it  is  the  present  value  of  silv'er  which  is  “unnatural 
and  artificial,”  for  it  is  the  result  of  the  legislative  measures  taken 
recentl}  by  Germany  and  France  and  all  civilized  nations.  To  re- 
establis  1 a free  coinage  for  silver,  as  before  1873,  would  be  but  to 
restore  to  this  metal  its  normal  value,  which  it  had  preserved  from 
the  end  of  the  last  century. 

“Tie  bimetallists,”  says  Mr.  Price,  “do  not  deny  that  by  the 
adoption  of  the  15^  ratio  the  creditor  would  be  wronged,  but 
they  think  they  have  found  the  remedy  in  limiting  the  coinage  of 
silver,  i .o  as  to  make  it  pass  for  what  they  please.”  Two  errors  in  a 
single  f entence  are  a great  deal.  Bimetallists  have  never  admitted 
that  cr<  ditors  would  be  wronged.  Far  from  that,  they  believe  that 
silver  \ 'ould  regain  its  former  value,  and  that  creditors  would  be  in- 
differen : whether  the  debts  owed  them  were  paid  in  gold  or  silver, 
or,  rath  3r,  they  would  receive  payments  in  bank  notes,  representing 
indiffen  mtlv  the  one  metal  or  the  other,  as  now  in  F ranee.  Still  less 
do  bimt  tallists  desire,  in  any  way,  to  limit  the  coinage  of  silver,  for, 
as  Mr.  Price  himself  writes,  some  lines  before  the  passage  just 
quoted,  “ bimetallism  consists  in  authorizing  any  quantity  of  silver 
to  be  ccined  into  shillings.”  Mr.  Price  imagines  that,  contrary  to  all 
econom  c laws,  bimetallists,  wishing  to  raise  the  value  of  silver, 
would  ’ imit  the  coinage,  or,  in  other  words,  restrict  the  demand  ; 
while,  lar  from  that,  they  desire  to  raise  the  demand  to  the  level  of 
the  sup  ply,  by  decreeing  a free  coinage — that  is  to  say,  creating  an 
unlimitnd  outlet.  It  is  certain  that  if  the  learned  Oxford  professor 
had  de  gned  seriously  to  study  the  pith  of  the  question,  and  the 
consequence  of  the  doctrine  he  combats,  he  "Nrould  have  refrained 
from  rf  ising  objections  which  are  groundless,  or  even  contradictory. 
He  spej  ks  of  bimetallism  as  a thing  unheard  of,  unknown,  unimagin- 
able, w lich  would  bring  incalculable  evils  upon  England.  Is  he  not 
aware  t lat  it  has  existed  in  France  since  the  beginning  of  the  eentur}", 
and  tha  t that  country  has  been  in  possession  of  an  abundant  and  easy 
circulat  on,  much  less  disturbed  by  crises  than  that  of  England  ? 
None  o; ' the  difficulties  predicted  by  Mr.  Price  have  arisen  there. 

Mr.  Eobert  GifiPen  published  in  the  Fortnightly  Review  (August  1, 
1879)  the  best  article  which  has  yet  appeared  in  opposition  to  bi- 
metaUhm.  But,  in  our  opinion,  the  concessions  he  makes  there  are 
very  in  portant,  while  his  objections  are  contrary  either  to  his  own 
premise  s or  to  facts. 

To  mention  one  or  two  examples.  Mr.  Gififen  admits  that,  in 
periods  of  transition,  bimetallism  increases  the  steadiness  of  value  of 
gold  ai  d silver,  by  means  of  the  equilibratory  action,  so  well  de- 
scribed by  Mr.  Jevous.  But,  he  says,  this  influence  soon  ceases. 
Thus,  ‘ after  1850,  French  bimetallism  was  powerless  to  stop  the  fall 
in  the  value  of  gold,  because  there  was  no  silver  in  exchange  for  it. 
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In  the  same  way,  from  1820  to  1850,  it  could  not  stop  the  fall  in 
silver,  because  France  was  then  practically  a silver-using  countr}*.” 
Mr.  Giffen’s  observation  is,  in  the  first  place,  contradicted  by  facts, 
for  there  are  many  gold  pieces  still  in  circulation  bearing  a date 
between  the  years  1803  and  1850,  and  after  1850  France  was  very  far 
from  losing  all  her  stock  of  silver;  for,  of  the  824,987  five-franc  pieces 
found  in  the  offices  of  account  (19,511  in  number),  on  the  14th  of 
August,  1878,  572,916  had  been  coined  before  1851.”*  So  if  the 
same  percentage  of  62  per  cent,  hold  good  for  the  entire  French  stock 
of  five-franc  pieces,  it  would  appear  that  France  holds  to-day  some- 
thing like  300,000,000  of  these  pieces,  of  £60,000,000  value,  coined 
before  the  drain  of  silver  commenced.  But,  as  Mr.  H.  Gibbs  proves, 
even  supposing  France  to  be  completely  deprived  of  gold,  the  com- 
pensatory action  of  her  bimetallism  would  not  be  annulled  : — 

“If,  for  example,  France  were  to  restore  to-morrow  the  full  operation  of  her 
bimetallic  law,  there  can  be  no  doubt  that,  on  the  same  day,  the  exchange  being 
about  par,  the  price  of  silver  here  would  be  at  its  old  value.  It  would  be  wholly 
a question  of  exchange.  So,  let  us  suppose  France,  under  the  operation  of  a bi- 
metallic law  operative  in  France  alone,  to  be  absolutely  denuded  of  gold  ; still  for 
15i  ounces  of  pure  silver  remitted  to  my  correspondent  at  Paris,  and  delivered  by 
him  to  the  Mint,  I should  be  able  to  draw  on  him  for  the  equivalent,  i.e.,  for 
107*1342  francs  coined  for  and  delivered  to  him  by  the  Mint.  My  draft  would  sell 
on  Change  for  £4  4s.  1 l|d.  in  gold,  if  the  exchange  between  the  two  countries 
were  at  par  ; and  the  exchange,  I need  not  say,  depends  on  the  balance  of  trade 
between  the  two  countries — on  there  being,  or  not,  a demand  for  bills  for  re- 
mittance, or  England  being,  or  not,  for  the  moment,  a debtor  to  France. ”f 

The  truth  of  what  Mr.  H.  Gibbs  states  is  clearly  borne  out  by  facts. 
France  prevented  a fall  in  gold,  not  by  giving  up  her  silver,  but  by 
importing  gold  in  exchange  for  merchandise  she  sold  to  other  countries. 
France  coined,  between  the  years  1851  and  1875,  6,745,565,000  francs’ 
worth  of  gold.  She,  therefore,  absorbed  more  than  half  the  total 
amount  produced  by  California  and  Australia,  and  she  only  lost, 
through  excess  of  importations,  1,800,000,000  francs  of  silver.  The 
compensatory  action  of  bimetallism  displays  itself  by  throwing  open  a 
free  field  of  employment  to  the  metal,  the  production  of  which  is  in- 
creasing; and  this  effect  would  be  the  greater  as  more  States  adopted 
bimetallic  law. 

“ But,”  Mr.  Giffen  says,  “ this  is  not  the  truth.  If  aU  bimetallic 
countries  had  the  same  ratio,  and  the  cheaper  metal  tended  to  become 
still  cheaper,  they  would  simply  be  as  one  country.”  Yes,  but  as  a 
country  of  300  or  400  millions  of  inhabitants,  instead  of  one  of  36 
millions,  like  France.  If  the  superabundant  metal,  whether  gold  or 
silver,  were  to  increase  tenfold,  would  its  value  not  be  better  sustained 
by  bimetallism  being  adopted  in  the  leading  States  ? Bimetallism,  in 
force  in  France  only,  w as  able,  during  seventy  years,  to  maintain  a ratio 
of  1 to  15^:  is  it  not,  certain,  therefore,  that  a Monetary  Union,  com- 
prising the  principal  States,  would  render  this  ratio  infinitely  steadier 
still  ? 

Mr.  Giffen  does  not  deny  that  the  suspension  of  bimetallic  law  pro- 
foundly disturbs  the  rate  of  exchanges  with  silver  countries ; which 
latter,  we  must  recollect,  represent  three-quarters  of  the  British  trade. 

* “ Exhibit  A.  7th  Session  of  the  Monetary  Conference  of  1878.” 

t “The  Double  Standard,’’  p.  32. 


But  ho  says  on  this  subject,  “ Even  serious  evils  may  have  to  he  en- 
flured,  because,  relatively,  they  are  unimportant,  compared  with  the 
great  Dbjects  ju'oposed  in  a sound  currency.”  But,  then,  what  is  “a 
sound  currency”?  Is  it  not  tlie  one  which  gives  the  most  steadiness 
to  the  value  of  money  and  to  tlie  rate  of  exchange,  and  is  it  not  a bi- 
metall  ,c  standard  which  answers  best  those  two  desiderata  ? Mr.  Giffen 
suppoi  es  that,  in  1696,  England  freely  chose  gold  in  place  of  silver, 
against  the  law.  Nothing  could  be  less  exact.  England  was  deprived 
of  the  silver  she  wished  to  preserve  by  the  Gresham  law,  and  gold  took 
its  pla  ^e  as  the  overvalued  money,  against  the  wishes  of  the  country  in 
geners  1.  To  assure  oneself  of  this  fact  it  suflices  to  read  the  Eoyal 
Proclamation  dated  December  22,  1771.* 

Ml . Giffen  appears  to  imagine  that  if  one  State  of  the  IMonetary 
Union  were  to  adopt  paper-money,  the  whole  bimetallic  edifice  would 
fall  to  the  ground,  as  was  the  case,  he  says,  with  the  Latin  Union  when 
Italy  A ms  obliged  to  introduce  paper  after  1866.  This  is  inexact.  The 
other  rountries  of  the  Union  were  not  in  the  least  inconvenienced  by 
thisitilian  forced  currency;  they  took  readily  the  Italian  gold,  and 
put  a I top  to  the  coinage  of  silver  only  when  Germany  demonetized 
that  n letal.  Let  us  suppose  that  one  of  the  States  of  the  great  Bi- 
metall  c Union  has  recourse  to  an  inconvertible  jiaper  currency,  the 
result  vould  be  that  its  metallic  coin  would  return  to  the  other  countries. 
This  is,  in  fact,  exactly  what  took  place  when  the  United  States 
issued  their  greenbacks.  Was  England,  at  that  time,  embarrassed  by 
Ameri  ;an  gold? 

‘‘The  only  chance  for  bimetallists,”  says,  again,  Mr.  Giffen,  “is 
universal  bimetallifsin.  But  what  a wild  dream  ! Who  is  to  draw  the 
treaty  ? What  power  of  persuasion  will  bring  all  Governments  to 
accept  this  Gospel  ? ” I answer,  the  power  of  reason  and  the  pressure 
of  neci  issity,  or,  rather,  I will  let  the  most  com])etent  authority  on  this 
mattei  speak  for  me.  “ If  our  Government,”  writes  Mr.  Henry  Gibbs, 
“could  say,  ‘England  is  willing,’  no  one  would  doubt  that  France, 
with  tie  Latin  Union,  Austria,  Holland,  Spain,  and  the  United  States 
would  at  once  agree,  and  it  is  asserted  that  Germany  would  also.  If 
so,  the  impossibility  is  at  once  overcome,  that  instalment  of  universality 
being  < [uite  sufficient  for  the  purpose.” — The  Double  Standard,  Appendix, 
p.  23. 

* “ jr.  R. — Wliereas  ....  the  overvaluation  of  gold  in  the  current  coins 
of  this  realm  hath  been  a great  cause  of  carrying  out  and  lessening  the  species  of 
the  silv  jr  coins  thereof,  which  is  highly  prejudicial  to  the  trade  of  the  kingdom.” 

“ T1  e 22nd  of  January,  1718,  the  Lords,  in  a grand  committee,  took  into  con- 
siderati  m the  state  of  the  nation,  in  relation  to  the  gold  and  silver  coins.  The 
Lord  B ngley,  having  represented  the  gi'eat  prejudice  that  trade  received  from  the 
scarcity  of  silver,  said  it  was  a matter  of  wonder  a remedy  had  not  seasonably  been 
applied  to  so  great  an  evil.  Lord  Stanhope  answer(d  that  the  scarcity  of  the 
silver  s]  eoies  was  owing  to  several  causes : 1st.  The  increasing  luxury  in  relation 
to  silvei  plate.  2nd.  To  the  vast  exports  of  bullion  to  the  East  Indies.  3rdly.  To 
the  cla:  idestine  trade  that  had  lately  been  carried  on  of  exporting  silver  and  im- 
porting gold  to  and  from  Holland,  Germany,  and  other  parts.” — Monetary  I)ocu- 
vients  aj  the  Conference  of  Faris,  1878,  by  Dana  Horton,  pp.  316-321. 
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